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(Chairman of Directors and Acting Chief Manager of the Hongkong and 
Shanghai Banking Corporation) 
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BUILDING SOCIETY 


105 ALBION STREET 
LEEDS, 1 


Assets £5,000,000 


The Society has ample Funds 
available for immediate 
advances on Mortgage 
5°., Interest 
Calendar monthly repayments. 


Speedy Service. 




















Reserves - £272,326 
Cpen Accounts 28,500 












Balance Sheet and Report 
free on application 







G. H. F. NELSON, A.C.1.S., 


General Manager 
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Sixty 10x 8 in. Documents 


‘Recordak’ micro-film copies of sixty 10 x 8 in. 
documents, made on 16mm. film, take up only an 
amount of film equal to the area of this advertisement — 
| or less than 5 ft. of a 16mm. film strip. 
copies are easily accessible and as completely legible, 
under viewing equipment, as the large originals. By this 
means copies of all essential documents can be made 
cheaply and quickly, and held in places of safety as 


| The ‘ Recordak’ micro-copying service has been in 
operation for many years and has unrivalled experience 
in this field. Full particutars of the services offered can 


: surety against the hazards of war or fire. 
I; 
be obtained from the 
RECORDAK DIVIS‘ON 
) 


of KODAK Ltd. 


ADELAIDE HOUSE, KING WILLIAM STREET, LONDON, E.C.4 
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Cambridg 


THEORY and PRACTICE 


OF 
CENTRAL BANKING 
1797-1913 


By E. VICTOR MORGAN 


Mir. Morgan sets out to do in this book 
what in the writing of modern economic 
history has seldom been done; his 
study is both historical and theoretical ; 
economic theory is an avowed part of 
his subject, but he treats the theories 
as historical facts and subjects them to 
historical analysis. At the same time 
his book is no mere history of economic 
doctrine ; it pays an equal amount of 
attention to the banking policies, the 
monetary changes, and the movement 
of prices, which sometimes influenced 
theoretical discussion, were often them- 
selves affected by contemporary doc- 
trines and are, in any case, essential for 
uur comprehension of the contem- 


porary modes of economic thought 
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A Banker's Diary 





AMERICA’S transition to a war economy during 1942 is reviewed in 
the January issue of the Federal Reserve Bulletin. In the first year 
of war, it is pointed out, the armed forces of the 
= United States were increased from about 2 million 
men to 6 million men, of whom about 1 million were 
transported abroad in expeditionary forces during the year. On 
the side of industry, deliveries of completed ships were stepped up 
toa rate of about 12 million tons a year by the end of 1942—compared 
with only 1 million a year earlier—with a further increase in prospect. 
Industrial production as a whole increased from 168 per cent. of the 
1935-39 average in December, 1941, to an estimated 194 per cent. 
in December, 1942. This is just about double the end-1938 or 
early-1939 level, and about two-thirds more than at the peak of 
the 1937 boom. 

To achieve this expansion, employment in manufacturing 
industries was increased by about 1,700,000 persons, or 12 per cent. 
The call for additional man-power in general was met by the 
absorption of some 2 million persons previously unemployed and 
by an unusual expan: sion of the labour force. In civilian employ- 
ment, the year’s increase is entirely accounted for by additional 
employment of women. Hours of work were, of course, also 
lengthened in practically all lines of activity. In consequence, it 
was possible to maintain production of most consumer goods at 
a _—_ level, except for a few products such as motor cars, tyres 

nd petrol, and it was only at the year-end that scarcities were 
ph in a substantial number of items, including various foods. 
Under the programme for the present year, the armed forces are to be 
increased by a further 4 million men, while working forces in war 
industries will be expanded by perhaps 3 million. About half of 
the additional 7 million perme required for the war effort will be 
drawn from less essential employment, while the remaining half 
will be provided by drawing on students and women not ordinarily 
in the labour market. 


SUBSCRIPTIONS to London’s “ Wings for Victory | ’ week totalled 
just over £162 millions, compared with last year’s Warships Week 
total of around £146 millions. Once again, the autho- 

pre Bean rities’ handling of the credit position was so skilful 
that the transfer to the Exchequer even of this huge 

sum, concentrated into a period of a few days, was accomplished 
without the slightest disturbance to the money market. Indeed, 
the period was one of exceptional abundance. As will be seen from 











2 THE BANKER» 








the table below, bankers’ deposits on March 10 stood at the com- 
fortable level of over £160 millions. Even more remarkable was the 
total absence of any immobilization of funds on public deposits, 
which were in fact at the lowest level for the year. Two factors were 
mainly helpful in cushioning the impact of the transfer. On the 
one hand, the authorities suspended issues of T.D.R.’s, although 
nominal maturities for the week amounted to £35 millions. On the 
other hand, it is probable that a large proportion of the subscriptions 
were transferred through the encashment of outstanding Treasury 
deposits. At the end of February, the T.D.R. issue for the first 
time topped the {1,000 million mark, but the March statement may 
be expected to show a sharp contraction. It is no doubt due to the 
discrepancy between the dates of the floating debt returns and the 
making-up dates of the banks that the clearing bank statements for 
February showed a decline of £2.5 millions in T.D.R. holdings, to 
£932.5 millions, although the outstanding issue of deposits rose by 
{20 millions between the dates of the January and February floating 


debt statements. 
ANALYSIS OF BANK RETURNS 


(£’000) 
Note 3ankers’ Public Total 
Circulation Deposits Deposits Securities Reserve 
February 24 .. 917,447 178,233 7,054 223,525 33,642 
March 3 «.. 922,468 164,902 6,860 218,815 28,623 
- IO .. 926,350 160,390 . 743 212,489 24,972 
- 17 927,383 156,064 6,863 210,599 24,126 


The note circulation has, of course, resumed its seasonal upswing. 
From the January low, withdraw als in the seven weeks to March 17 
totalled {19.3 millions, compared with {11.8 millions in the corre- 
sponding weeks of 1942. At {927.4 millions, the active circulation 
showed an expansion on the year of £173.1 millions, or about 23 per 
cent. Since the rise in the national income over the twelve months 
has been nothing like of this order, it is clear that large quantities 
of notes are being hoarded as a savings medium. 


CLOSING of branches demands as a corollary some attempt to mitigate 
the resulting inconvenience to the banking public. Bankers in this 
country may therefore feel inclined to study the 


Pond applicability to British conditions of the methods 
Banking being adopted to this end in Canada, where the 


banks, a correspondent informs us, are endeavouring to 
provide the maximum of alternative service by systematizing banking 
transactions conducted through the post. The Canadian Bank of 
Commerce is introducing and advertizing an improved mail-order 
banking system to aid people in rural districts, particularly farmers, 
and also busy industrial workers, who, because of the heavy demands 
upon their time and the restrictions upon the use of petrol and tyres, 
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find it difficult if not impossible to call in person at bank offices. 
The point is emphasized in the publicity given by the Bank of 
Commerce that anyone who has mail service can have banking 
service as well through this new method. 

Banking by mail has, of course, long been a feature of Canadian 
banking service. But some time ago the Bank of Commerce intro- 
duced special forms for the sake of simplification. These are now 
being used at all branches of the bank which are in a position to give 
the accommodation—in practice, nearly every branch. In intro- 
ducing this improved “ mail-order banking,” the Bank of Commerce 
hopes incidentally to assist in the Dominion Government’s programme 
to promote thrift, while providing necessary lending facilities, 
ensuring the safe transference of money from one section of the 
country to another or abroad, and placing adequate safe-keeping 
facilities at the disposal of holders of War Bonds and War Savings 
Certificates. 


A SCIENTIFIC comparison of personal income taxes in this country, 
Canada and the United States was contained in the December, 1942, 
issue of the Federal Reserve Bulletin. The general 
Taxation ©n conclusions are summarized in the table below. Sterling 
pg ontieg and Canadian dollars have been converted at the 
official rates of $4 and gic. respectively :— 


INCOMES AND TAXATION, 1942/3 


United United 
States Kingdom Canada 
Millions of United States Dollars: $m. $m. $m. 
National income .. ma .. 130,000 28,000 6,400 
Central Government taxes ‘oid bs 21,800 9,400 2,000 
Other Government taxes bia i 10,000 900 500 
Total taxes are ba ‘a 31,800 10,300 2,500 
Personal income taxes wes ne 8,200 4,000 500 
Business income taxes as ae 8,600 1,700 700 
Property taxes a 4,700 goo 200 
Excises } and miscellaneous ta axeS .. 10,300 3,700 1,100 
Per cent. of National Income :— ~ %. % 
Total taxes ae a Fe 24.5 30.8 39.1 
Personal income - taxes rie aa 6.3 14.3 7.8 
Business income taxes Ka 6.6 6.1 Il.0 
Property taxes eis 3.6 5 Oe a.% 
Excises and miscellane ous taxes ve 8.0 r3..2 17.2 
Per cent. of Total Taxes :— 
Personal income taxes .. es im 25.8 38.9 20.0 
Business income taxes .. ia ad 27.0 16.5 28.0 
Property taxes i 8 8.7 8.0 
Excises and miscellaneous te LXeS ae 32.4 35-9 44.0 


It will be seen that total taxation in Canada is estimated to absorb 
39.1 per cent. of the national income, compared with 36.8 per cent. 
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in this country and no more than 24.5 per cent. in the United States, 
On the other hand, personal income taxes in Canada absorb only 
7.8 per cent. of the national income, compared with as much as 
anh per cent. in this country, a much larger proportion of taxes in 
Canada being levied on businesses, while indirect taxation in the 
Dominion is also higher. 
Beginning with incomes of about $1,000 for single taxpayers 
und about 51,500 for married taxpayers, the Bulletin points out, 
both British and Canadian rates climb rapidly above those in the 
United States. The spread between the effective rates in the United 
States, on the one hand, and in Britain and Canada, on the other 
hand, is widest over the middle income range from $3,000 to 
$15,000, but remains substantial to well above the $25,000 level. 
‘A single taxpayer with a net income of $5,000, for instance, has 
a total lic ibility of $1,167 in the United States, compared to $1,975 
in the United Kingdom, and $2,180 in Canada. At the $10,000 
level, total liability in the United States amounts to less than 
$3,000, compared to over $4,600 in the United Kingdom and over 
$5,200 in Canada. . . . Until recently, Canadian taxes were much 
lower than British taxes, especially for incomes up to $50,000. This 
margin has now been eliminated and some incomes are taxed more 
heavily in Canada than in the United Kingdom.” 


In the first two months of the current year, the contraction in bank 

credit has been very much smaller than in 1942, as will be seen 

from the table below. At the end of February, clearing 

,_ Smaller bank deposits showed a decline from the year-end peak 

a of only £103.7 millions, of which £54.2 millions was 

Bank Credit due to the seasonal decline in cheques in course of 

collection ; whereas in the corresponding months of 

1942, the contraction in deposits was as much as {244.5 millions, 

of which only {39.2 millions was accounted for by items in course. 
CLEARING BANK RETURNS 

Change on Change Feb., 1942, 


Feb., 1943 Dec., 1942 on Dec., 1941 
fm. fm. fm. 
Deposits 3524.9 103-7 244.5 
Cash 372.8 17.6 48.1 
Call money 153-7 ' r.§ 19.3 
Discounts 145.0 19-5 59-6 
i. DR. 932.5 37.0 Ii2.5 
Investments .. x a 1,108.5 EX .? + 18.0 
\dvances ’ 701.5 z.3 + 18.9 
Balances with other banks, ete. 110.9 54.2 39.2 


Yet the revenue infiow during January and gic lary this year 
amounted to £735.8 millions, against only £626.4 mi tlions in the like 
period of 1942. The very much smaller contraction in bank credit 
this year is largely due to changes in connection with tax certificates. 
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In the first two months of 1942, when tax certificates had only just 
been placed on sale, subscriptions totalled as much as £134.2 millions. 
This year, new subscriptions in the two months were only {93.8 
millions ; while in addition {95.0 millions of outstanding certificates 
were redeemed in payment of taxation. During February, indeed, 
redemptions exceeded subscriptions by £25 millions. 


On the assets side also there are some sharp contrasts between this 
year and last. In the opening months of 1942 advances showed a 
temporary recovery, whereas this year the downward 
trend has been uninterrupted. It may be that the 
decline of {11.3 millions in this item in the first two 
months of the year is only an apparent one, for the only two banks 
which show “ items in transit ’ separately record a sharp decline 
in this item. On the other hand, last year’s expansion in advances 
took place notwithstanding a fall in transit items. During February, 
cagbomseniie 9 investment holdings s again contracted slightly, obviously 

1 preparation for the ‘‘ Wings for Victory’’ week. Most of the 
effective contraction in deposits had its counterpart in the fall 
of £49.5 millions in bills discounted. In consequence, the first two 
menthe, of this year have seen an actual rise of {£37 millions in T.D.R. 
holdings, contrasted with a fall of {112.5 millions ‘ie the correspond- 
ing months of 1942. 


Decline in 
Investments 


AT the beginnin g of March, the discount market firm of Jessel, 
Toynbee & Co. was conv erted into a public limited company with 
an authorized capital of {£300,000 and an issued 
Discount and fully paid capital of £250,000 in {1 shares. 
Pci The majority of the shares in the new company 
Its Capital Will be held by the original partners. The balance 
has been placed with a syndicate headed by the New 
Trading Company, one of whose directors, Mr. H. O. Lucas, will join 
the board of the new company. Mr. M. G. Talbot Rice (of Smith 
and Williamsons, chartered accountants) is another new director. 


EVEN in the City, most people know so little about the City Livery 
Companies that the article in our present issue, by one of the 
, recognized authorities on the subject, is likely to be of 
The City exceptional interest. As our contributor points out, 
Companies the number of Liverymen totals close on ten thousand, 
so that in one sense the Companies cannot be accused of undue 
exclusiveness. On the other hand, it remains true that there is no 
way in which the average person whose working life is spent in the 
City can associate himself with its corporate life. It might well be 
considered whether the Companies, admirably though they fulfil 
their other functions, could not meet this need by creating perhaps 
some form of associate membership. 
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Inter-Allied Currency Talks 


URING March, discussions have been taking place between the 

Allied Governments on plans for a post-war currency regime. 

In his reconstruction statement of early February, it will be 
recalled, the Chancellor outlined the requirements which the future 
exchange regime will have to fulfil, We need a system, he pointed 
out, in which blocked balances and bilateral a: sreements will be 
unnecessary ; which will provide an orderly and agreed method of 
determining the international value of currency units; and which 
will be free from the disruptive effects of short-term capital move- 
ments. Only some kind of multilateral clearing, we suggested, could 
satisfy these requirements, and it is now known that the British 
proposals are in fact based on a multilateral clearing plan worked out 
by Lord Keynes. 

For some time, it was attempted to keep the discussions a strict 
secret, but when details of the plan began to leak out, as it was 
inevitable that they should, the Government promised to issue a 
White Paper on the subject in the “ fairly near” future. Full 
discussion must obviously await the publication of this statement, 
but in the meantime it may be useful to comment briefly on certain 
details of the scheme which have been published and appear to have 
an authentic ring. The plan has two novel features. The first is 
the invention of a new monetary unit, based on gold and given the 
unenviable name of the “ bancor,”’ in which the inte rnational clearing 
authority would keep its accounts. The second is the proposal that 
the accumulation by any country of credit clearing balances—that is 
to say, persistent over-exporting or under-importing—should be 
discouraged by the charging of debit interest on the excessive clearing 
balances. 

At first sight, the introduction of a gold unit of account might 
suggest that gold would play an important part in the new system, 
especially as we are told that gold could be tendered in payment 
of clearing debts, though it would not be obtainable in satisfaction 
of clearing claims except at the discretion of the international 
authority. At present, however, virtually the entire world stock of 
monetary gold is held in the United States, and it seems likely to be 
some time before the dollar needs of the rest of the world are satisfied 
sufficiently to permit of any effective redistribution. Currency 
reserves are in any case a comparative luxury and goods are likely 
to be preferred to gold in exchange for exports for a considerable 
period. Redistribution would, of course, be expedited if the United 
States were prepared, first to balance her current trade or run an 
import surplus (by lending freely abroad, reducing tariffs and/or 
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allowing the dollar to appreciate) and, secondly, to redistribute gold 
in the form of gold grants—a procedure that has been suggested 
from the American side. Failing such measures, the statement that 
clearing debts would be payable in gold amounts to little more than 
saying that gold-producing countries will be able to use their current 
output in payment for imports—a question which has never been 
in doubt. 

Nor does it appear that the adoption of the “ bancor ”’ unit would 
sive gold any important functions as a measure of value, for we are 
told that the actual assets of the international clearing would consist 
of claims expressed in the currencies of the deficit countries, i.e. those 
whose imports for the time being exceed exports. Any depreciation 
of these currencies would therefore reduce the real value of clearing 
claims ; the surplus countries, in other words, would be carrying 
an exchange risk, as they would not if the clearing kept its accounts 
in the true sense in some independent unit. If clearing accounts 
were in fact expressed in “ bancor,”’ devaluation would not enable 
a deficit country to reduce the real value of its clearing indebtedness, 
though it would give the debtor the opportunity to limit or reduce 
such indebtedness through the resulting stimulus to exports and 
discouragement of imports. One method of dealing with this 
problem is illustrated by this country’s arrangements with Argentina, 
which provide that Argentina's sterling balances would be increased 
in prcportion to any depreciation of sterling in terms of the dollar, 
and therefore of gold. 

Whether this system should be generalized in the multilateral 

clearing involves questions of policy. The argument against such 
an expedient i is that the holding of clearing balances ought to involve 
some risk, in order to encourage the liquidation of such claims by 
increased purchases from abroad. It is for this reason that it is 
proposed in any case to penalize the holding of excessive clearing 
credits by the imposition of debit interest—an application in the 
international sphere oi Gesell’s proposals for “ withering money.’ 
On the other hand, it is acknowledged that one of the chief difficulties 
in securing agreement on the plan as a whole is likely to be the 
reluctance of prospective surplus countries to extend credit abroad. 
The reduction of exchange risks on the lines suggested might therefore 
assist in securing the adoption oi the plan. 

Some comments on the scheme seem to assume that some 
countries, such as the United States, would be regularly surplus 
countries, while other states, such as some of the stricken European 
countries, would be chronic deficit countries. This is surely to 
mistake the whole object and en of the project. Post-war 
relief and and any necessary long-term lending would have to be 
dealt with outside the clearing. This being done, the whole object 
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of the clearing plan is to fix exchange rates designed to secure 
equilibrium in current account balances. Surpluses and deficits 
will arise simply because it is impossible to know in advance precisely 
what the equilibrium rates would be. But in principle there should 
be just as much chance of the dollar being over-valued as the zloty. 
In the same way, the plan, if succe ssful, would do away with the 
old distinctions between “ hard ” and “ soft ” currencies. Currencies 
became “ soft ’’ in the 'thirties because it was attempted to maintain 
them at an over-valued parity, with the consequent necessity for 
various kinds of restrictions on their use and transfer. If the clearing 
scheme were operating smoothly, surplus countries would endeavour 
to liquidate their clearing credits by increased purchases from 
abroad ; and this increase in imports from the appropriate quarter 
would be stimulated by an agreed depreciation of the currency of 
the deficit countries. 

There is no doubt that a multilateral system of this kind could 
not only work but could also be the means towards an expanding 
world economy. Indeed, it has been claimed that, in contrast to 
the currency regimes of the past, which have only too often led world 
trade into a deflationary spiral, a multilateral clearing would neces- 
sarily have this expansive tendency. This is an over-statement. 
Hf the multilateral clearing in fact promotes an expansion of trade, 
it will not be through any inherent virtues of the system itself 
but because the participating countries agree to follow policies 
conducive to trade expansion. On the one hand, they must agree 
to adopt expansionary policies, such as willingness to extend credit 
to importers and willingness to liquidate claims by increasing their 
own imports instead of forcing deficit countries to reduce their 
overseas purchases. On the other hand, they must agree to renounce 
disruptive practices, such as unilateral depreciation (or, what comes 
to the same thing, unilateral tariff increases) or bilateralism. Given 
agreement on these fundamentals almost any system would work 
reasonably well. " 

Whether it is in fact possible to secure the necessary measure 
of international agreement and co-operation will depend very largely 
on the success with which we tackle o ther problems, and in particular 
the problem of full employment. Willingness to increase imports, 
for example, will be more readily forthcoming in an economy which 
is able to provide employment for its nationals, including producers 
unable to compete with the imported goods. But a system of 
flexible parities would at least be free from one obstacle which has 
always prevented the achievement of full employment in the past : 
namely, fear of an adverse balance of payments due to the impossi- 
bility of depreciation from an over-valued level. 

















Multilateral Clearing 
By Paul Etnzig 

O many of us it appeared evident for many years before the 

war that exchange clearing was the rational system of inter- 

national transfers, and that sooner or later it would take the 
place of the free market in foreign exchanges. [Few of us would 
have dared to predict, however, that the change would take place 
in our lifetime. Yet the British Treasury, that most conservative 
and orthodox of all financial authorities, has adopted a plan to 
that effect elaborated by Lord Keynes. Even though the Inter- 
Allied Conference on Post-War Currencies being held in London 
has barely begun to discuss the scheme, and although active parti- 
cipation in that conference is in any case confined to the European 
Allies (apart from Soviet Russia), the chances for the adoption of 
international exchange clearing during the lifetime of those of us 
who are lucky enough to survive the war are decidedly favourable. 

Unfortunately, the full text of Lord Keynes’s plan, or even an 
authentic summary of it, is not yet available. At the beginning of 
March, it was circulated among the Allied Governments, but was 
withheld from the public. There is no justification for the secrecy 
that surrounds the Keynes Plan and the whole currency conference. 
The enemy is not likely to benefit by any knowledge of our post-war 
currency plans. On the contrary, the Allied nations that are to 
participate in the scheme could only benefit by a widespread public 
discussion of the proposed clearing and other post-war currency 
schemes. Critical examination by unofficial experts, discussion in 
Parliament and the Press, could only be heipful in the difficult task 
of finding the right solution. It is to be hoped that this will be 
realized sooner or later by the Treasury, or alternatively that 
gradually the substantial points of the Keynes Plan will transpire 
and will become available for public discussion. 

For the present, we have to confine ourselves to the material 
that is available. In his speech delivered in the House of Commons 
on February 2, Sir Kingsley Wood gave the vague outlines of the 
foreign exchange system that the Treasury would like to see estab- 
lished after the war. He declared himself opposed to blocked accounts 
and bilateralism. On the other hand, he was equally against specula- 
tion in foreign exchanges and international short-term movements 
of funds. His formula appeared contradictory to many of us, for 
we did not think it conceivable that H.M. Treasury should have 
advanced so far as to adopt the multilateral clearing system, a 
system which could combine the absence of blocked accounts and 
bilateralism with the absence of exchange speculation and short- 
term movement of funds. It is now obvious, however, that it is 
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multilateral clearing that was in the Chancellor’s mind. 

The question is what form of multilateral clearing is envisaged 
in Whitehall. Most details of the Keynes Plan that are available 
lack confirmation and are contradictory. It would be futile to 
subject them to critical examination, until we know more about the 
principles and details of the Keynes Plan. Meanwhile there is, 
however, another plan available for our scrutiny. Although unofficial, 
it has been submitted to the Currency Conference and is likely to 
he considered as an alternative to the Keynes Plan, from which 
it is said to differ in many respects. This is the plan elaborated by 
Mr. E. F. Schumacher, a refugee expert who is on the teaching staff 
of Nuffield College, Oxford. The plan is elaborated in detail in a 
memorandum of some 8,000 words. 

Its main thesis is as follows: In order that a multilateral clearing 
should be workable, it is essential that the countries which have 
. net trade surplus should be prepared to accept and hold the balances 
of the countries which have a net trade deficit. That is, a surplus 
‘ountry must be willing to accept the currency of any deficit country, 
not merely the currency of the country or countries in relation 
with which it has a trade surplus. This is essential in order to 
enable a country with a surplus in relation to some countries and 
a. deficit in relation to other countries to clear its debit balances 
with the aid of its credit balances. 

Let us take a specific example, the one chosen by Mr. Schumacher. 
Assume that there are only three countries, the United States, Great 
Britain and Poland. And assume that in the course of one year’s 
trading America sells more to Britain than she buys, Britain sells 
in the aggregate just as much as she buys, and Poland buys from 
britain more than she sells. Multilateral clearing implies that 
britain, having achieved balance, should be “ out of it,’”’ in the sense 
that she is under no obligation either to curtail her imports from 
America or to curtail her exports to Poland or to increase her imports 
from Poland or to increase her exports to America. But she is 
released from these obligations only if the United States is prepared 
to exchange her sterling balance for Britain’s zloty balance. Why 
should they be prepared to do this? Sterling balances (on the 
hypothesis given) would be preferable to zloty balances, because 
Britain’s trade would be balanced while Poland would be a deficit 
country. Why should the United States exchange a stronger 
currency for a weaker ? If she can be made to do so, then we can 
have multilateral clearing. Otherwise, according to Mr. Schumacher, 
the clearings will be strictly bilateral. 

This statement forms the basis of Mr. Schumacher’s subsequent 
arguments. It is essential, therefore, to point out clearly at this 
stage that it is far from being strictly correct. There can be a great 
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deal of multilateral clearing even if the surplus country is not 
prepared to accept the currency of the deficit country. It is true, 
under the example chosen by Mr. Schumacher, the alternative to 
the acceptance by the United States of zloty balances instead of 
sterling balances would be a trend towards bilateralism between her 
and Britain and between Britain and Poland. But if we choose 
our example differently the result is totally different. Let us suppose 
for the sake of the argument that the United States has a surplus 
in relation to Britain, Britain has a surplus in relation to Poland, 
and Poland has a surplus in relation to the United States. Under 
~orwsne clearing it would be necessary for the United States to 
yalance her trade separately in relation to both Britain and Poland, 
ior Britain to balance her trade separately in relation to the United 
tates and Poland, and for Poland to balance her trade separately 
in relation to the United States and Great Britain. Under multi- 
lateral clearing on the other hand, the surpluses and deficits— 
provided that they are equal—can be offset against each other 
and there is no need for either of the three countries to make any 
effort to divert their trade in artificial directions for the sake of 
settling the balances. Surely, this is a result well worth having. 
It does not involve any willingness on the part of any country to 
exchange a good currency for a bad one. The willingness to do so 
would imply the granting of a loan to a weak country. This may 
be necessary and in the interest of all concerned. But it does not 
form an mammepeneanee part of the functions of multilateral clearing, 
as Mr. Schumacher claims. Indeed, it is entirely outside the scope 
of clearing. 
It is necessary to realize this in order to avoid embarking on 
a too ambitious scheme which, even if adopted, is likely to break 
down during the difficult first period that will follow the war. For 
it will be exactly during that period that the temptation to refuse 
to hold weak currencies will be strong. Mr. Schumacher wishes to 
induce the surplus countries to fall in with his scheme by holding 
ont the hope that under the scheme it will be possible to spend 
lances in any currencies, good or bad, in any country. This is 
exactly what seems unlikely. We ought to bear in mind that after 
the war there will be a world-wide famine of goods, and the export- 
able surpluses of most countries will be small. Anyone imagining 
that during the first few post-war years the United States would be 
able to spend her zloty balance in any country and on any goods 
she wishes to buy is bound to be disappointed. Most countries will 
wane to retain most of their products to cover urgent elementary 
me requirements. They will have to export in order to be able 
to imp ort, but they will not want to have a big export surplus. 
This means that the proposed multilater: al clearing will not in 
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itself encourage the deve lopment of global surpluses and deficits. 
Unless supplemented by credit arrangements, it will induce most 
countries to watch over their total trade (as distinct from their trade 
with individual countries) in order to avoid a big export surplus. 
But does this mean that the multilateral per would not function ? 
Certainly not! While in the absence of multilateral clearing most 
countries would try to balance their trade bilaterally in relation to 
all individual countries, thanks to the proposed scheme they will 
only try to balance their total trade. Surely this is a result well 
worth achieving. And it can be achieved without having to induce 
surplus countries to accept weak currencies instead of good ones. 

As a matter of fact, although Mr. Schumacher’s scheme is Over- 
ambitious, he is aware of the necessity of limiting its scope. He 
realizes that the surplus countries must place a limit to their surplus. 
And it seems only too probable that amidst the conditions prevailing 
after the war the limits would soon be reached. Once they are 
reached, the scheme which is to start out as a clearing-cum-credit 
scheme would become a clearing scheme pure and simple. Surpluses 
and deficits would be offset against each other, but the scheme 
would not allow for any further net surpluses or net deficits. Once 
that stage is reached, then the problem will be one of international 
lending and borrowing, a problem which Mr. Schumacher duly 
envisages and provides for. The question is whether it would be 
wiser first to allow the weak countries to overdraw. their clearing 
accounts, or whether it would be wiser to grant them international 
loans from the very outset. On the whole, it appears advisable to 
avoid the false start that would be made if the deficit countries were 
allowed to make use of the newly-founded system to work up a 
frozen short-term indebtedness. Let the clearing be what its name 
implies: a clearing, instead of a disguised form of international 
lending. 

It would of course be necessary to grant certain limited facilities 
for any country to overdraw its clearing account for limited periods, 
in order to mect seasonal and other purely provisional trade deficits. 
Even this end could be achieved more satisfactorily, however, if 
each participant in the scheme paid into its clearing account an 
initial gold balance. Those countries which do not possess goid 
should be able to borrow some for that purpose. 

This is only one point from Mr. Schumacher’s memorandum 
which shows the controversial nature of the subject. It has been 
raised, not in an attempt to minimize the credit due to him for his 
original plan, but to show that there is wide scope for discussion ot 
schemes of this nature. It is to be hoped that the subject will be 
thrashed out thoroughly in public discussion before the Government 
commits the country definitely to a scheme that is to determine the 
international monetary system for generations. 











Why Multilateral ? 


HATEVER may be in doubt about the post-war currency 
plans recently discussed with Allied Governments, it 1s 
quite certain that any vegime which aims at promoting the 
expansion of world trade must be a multilateral one. As the 
hancellor said last month, we want a system in which blocked 
balances and bilateral clearing will be unnecessary. By this time, 
everyone must realize in principle how the attempt to secure equi- 
librium by means of bilateral agreements can only strangle world 
trade. Country A, which normally has an import surplus from 
country B, insists on a bilateral balance ; but country B normally 
uses its export surplus with country A to pay for an import surplus 
from country C, and must therefore curtail its imports from the 
latter. And so the deflationary spiral proceeds, until the trade 
balance of country A is once again upset by the reduced demand 
for its exports initiated, in the last analysis, by its own policy of 
bilaterism. 

This process is strikingly illustrated by the factual analysis 
published in ‘‘ The Network of World Trade,” the League of Nations 
publication discussed in our February issue by Mr. A. J. Brown. 
Only the most superficial idea can be given of the material contained 
in this admirable work, which runs to over 170 pages of statistical 
matter and close reasoning. But a few salient points can be picked 
out to illustrate the general thesis. 

It is pointed out, first, that trade radiates from the industrial 

gions. In 1938, goods bought or sold abroad by the industrial 
amie of continental Europe alone represented nearly one-half of 
world trade. If the United Kingdom, the United States and Japan 
are also included, the proportion rises to close on go per cent. 
On the other hand, India and China, with 39 per cent. of the world’s 
popu ulation, account for only 5 per cent. of total trade. Similarly, 
trade in individual products is highly concentrated. For example, 
India supplied virtually the whole of the world’s jute, South-East 
Asia more than go per cent. of its rubber, the temperate countries 
of Latin-America 80 per cent. of its oilseed, Japan nearly 80 per 
cent. of its silk, and so on. This geographical concentration of trade 
is, Of course, due in part to differences in natural conditions. But 

a fact which nowadays tends to be ignored or denied—‘‘ even 
more important perhaps are the disparities in the relative supply of 
labour, capital equipment and productive land,” which so largely 
determine the nature of each area’s trade. 

This very concentration, which is so important a feature of world 
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trade, necessarily prevents it from being bilateral ; for no country 
requires the particular products of other countries in exactly the 
same proportion in which those other countries require its products. 
Where exports are concentrated on some particular commodity 
such as rubber or tin, this is clear for all to see; but ‘‘ the same is 
true even in the trade between countries with a more diversified 
trade; it is only less obvious.”’ 

Even so, it could happen that the trade of three or four countries 
taken as a whole might more or less balance. Yet the study of 
actual trade balances shows that in reality “ the cases of triangular 
or multilateral settlement within small groups of countries were 
relatively unimportant.’ Almost all balances, in fact, belonged to 
a single world-wide system which also provided for the transfer, 
along round-about routes, of interest, dividend and other payments 
due from debtor countries to European creditor countries, particularly 
the United Kingdom. Owing to the constancy of trade routes, 
moreover, “ the claims and liabilities arising out of merchandise 
trade tend to arrange themselves according to a pattern of a certain 
permanence. Each country is likely, year after year, to have an 
excess of imports from certain countries and an excess of exports 
to other.” 

Our own trade admirably illustrates the working of the muiti- 
lateral system before its final breakdown in the crisis of the early 
thirties. 3efore the war, as everyone knows, this country was 
receiving large interest payments from abroad on the overseas 
investments built up during the nineteenth century. In a bilateral 
system, this interest could only be transferred if each debtor country 
maintained a surplus of exports to this country in proportion to its 
past borrowing. In reality, rata of the kind happened, as is 
shown in the following table :— 

U.K. INVESTMENTS AND TRADE BALANCE 


Estimated Import (—) or 
Investments Export (+) Balanc« 
1930 1928 
£m. fm. 
India, Burma, Ceylon a o 520 + 29 
Other tropical countries na wis 680 + 12 
Australia, N.Z., S. Africa... sis 950 + 12 
Canada, Newfoundland ‘i ges 500 — 2I 
Argentine wa ea a es 400 — 43 
United States .. a oy ew 200 — I3I 
Europe .. . ea i ne 300 — 192 
Rest of World bi wa a - — 16 
Total .. ws - 3, 800 — 350 


It will be seen that in actual fact this country’s largest import 
surpluses were in trade with the United States and Europe, where 
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British investments were relatively small, while we had an actual 
surplus of exports to the tropics and to ce rtain Dominions, in which 
our investments were large. This does not mean that countries 
which had borrowed from the United Kingdom were prevented from 
transferring the service on this debt, but simply that payment was 
effected, through the multilateral route, out of their export surpluses 
to other parts of the world. In other words, ‘“‘ merchandise trade 
depends upon each country’s commodity needs and the locality 
where these needs can be met, and not upon their financial claims. 

The United Kingdom export industry adapted itself to meet 
the requirements of the countries in which the investments were 
made. The export surpluses of these countries, representing largely 
the yield of British capital, thus arose in trade with other countries 
which financed their imports of primary goods by an excess of 
exports to the United Kingdom.” 


To illustrate the working as a whole of the multilateral system 
of which this 1s only one example, the authors of the memorandum 
divide up the world into six main regions. These are as follows :— 


Tropics .. Me .. Including Central Africa, the tropical 
agricultural and the mineral producing 
countries of Latin - America, India, 
Burma, Ceylon and South-East Asia. 

United States , 

Other Regions of recent Includes British Dominions (South Africa, 
selilement in the tem- Northern North America and Oceanea) 
perate zone .. ‘i and the non-tropical agricultural coun- 

tries of Latin-America. 


Continental Europe* .. Consisting of nine industrial countries 
(Austria, Belgium-Luxemburg, Czecho- 
slovakia, France, Germany, Italy, 
Netherlands, Sweden and Switzerland), 
and nineteen other countries (including 
Baltic States, Balkan States, Denmark, 
Norway, Po rtugal, Spain and Malta). 


Non-continental Europe* United Kingdom (excluding trade with 
the Channel Islands), Ireland, Iceland, 
Spitzbergen and Faroe Islands. 








* For convenience, ‘‘ Regions of Recent Settlement ’’ appear in our tables as 
“ Dominions, etc.” and Non-Continental Europe as “ U.K., etc.” The tables 
themselves represent a rearrangement of the material presented in Tables 44 and 48 
of the League publication. 
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Rest of World .. si U.S.S.R., China and other continental 
Asiatic countries, Japan, Korea and 
Formosa, and North Africa (from 
Morocco in the West to Egypt in the 
East, and including the Canary Islands, 
the Spanish Rio de Oro and Tangier) 

The tables on pages 18 and 1g show the mutual trade balances 

of these regions, first in 1928 when the multilateral system was still 
operating effectively, and secondly in 1938 after it had been dis- 
rupted by the movement towards bilaterism. Trade is recorded at 
‘frontier values,’ which meais that total import surpluses exceed 
total export surpluses by an amount representing chiefly costs of 
transport. It may be mentioned that in 1928 world exports totalled 
$32,610 millions and world imports $35,480 millions, transport, etc., 
thus accounting for $2,870 millions, or just over 8 per cent. of import 
values. By 1938, world exports had shrunk to $21,920 millions and 
imports to $24,580 millions, but transport charges were little reduced 
at $2,660 millions or nearly 11 per cent. of import values. 

Transport is, of course, only one of the many invisible items; 
but the disparities due to transport do mean that the figures of 
so-called merchandise trade balances have to be interpreted with 
some care. Thus, in 1928 the export surpluses shown by three regions 
total only $1,630 millions, whereas the import surpluses of the 
remaining three regions total as much as $4,500 millions. As the 
extreme example of the distorting effect of this factor, the sixth 
region, “‘ Rest of World,” shows an export surplus of only $10 
millions, whereas three other groups show import surpluses from 
this region totalling $240 millions.* Actually, two-thirds of the 
tonnage of all merchant vessels is European, and the two European 
groups were net receivers not only of freights included in the c.if. 
value of their imports, but also of large amounts earned from the 
rest of the world on account of transport to or between non-European 
countries. The figures do, nevertheless, serve to indicate the 
directions of the world trade flow. 

It has already been noted that the tropical countries, in spite 
of their sterling indebtedness, were able to pay for net imports from 
this country by means of their e xport surplus to the United States, 
as also to Continental Europe. In the same way, the United States 
paid for its import surplus from the Tropics by means of export 
surpluses to Europe and the “ Regions of Recent Settlement. 
Che latter region, in turn, paid for its import surpluses from the 
Tropics and the United States out of export surpluses acquired in 
Europe. Continental Europe was assisted in paying for large import 
surpluses from a number of countries by its export surplus to this 
country. 








*See ‘Table. on page 20 
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As will be seen by comparing the figures for 1928 and 1938, 
this system of trade balances deteriorated rapidly during the ’thirties. 
The net export of ‘“‘ Non-Continental Europe ”’ to the Tropics was 


replaced by a net import. United States net imports from the 
Tropics fell from $950 millions to only $280 millions, though this 


was due largely to price movements and industrial depression. 
“Similarly, the short-circuiting of payments to Non-Continental 
Europe from the Tropics was reflected in a decline from $340 millions 
to $90 millions in the export surplus of that group (the Tropics) to 
Continental Europe. . . . The reduction in Continental Europe’s 
net imports from various Overseas regions is naturally connected 
with the simultaneous decline in its net exports to Non-Continental 
Europe from $670 millions to $390 millions.’’ These movements, 
of course, reflect the tendency towards bilateralism, or the modified 
form of bilateralism represented by the balancing of accounts within 
‘Empires.’” In the case of Britain, “‘ there were two chief move- 
ments in the balances which largely offset one another. The export 
surpluses in trade with British countries of $184 millions was 
replaced by an import surplus of $483 millions—a change in the 
direction of passivity of $667 millions. The import surplus from 
the rest of the world was reduced—that is, changed in the opposite 
direction—by $488 millions, owing largely to smaller net imports 
from [urope.”’ 

There is no need to stress the connection between this breakdown 
in the multilateral system and the general contraction in trade. 
Since only 70 per cent. of trade is normally bilateral, contraction 
was inevitable. ‘‘ The chief economic and financial consequences of 
the tendency toward bilateralism may be summarized as follows. 
Countries eliminated from multilateral settlement through the short- 
circuiting of transfer routes in many cases found themselves deprived 
of foreign currencies with which to finance purchases of essential 
primary . products ; hence arose the crucial problem of ‘‘ commercial 
access to raw materials.”” The partial elimination of the demand of 
those countries from the world market for primary goods naturally 
contributed to keep prices of suc h goods at a level well below that 
which had: prevailed during the ‘twenties. The scarcity of foreign- 
produced raw materials experienced by certain importing countries, 
and the apparent over-production in producing countries where prices 
were abnormally low and unsaleable surpluses arose, were thus two 
aspects of the same disturbance in the international market. Owi ing 
to the low world market prices, equity investments in the raw 
material producing countries became unprofitable and _ loans 
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hazardous, especially as many of them repudiated their outstanding 
obligations. The incentive to send capital to undeveloped countries 
was thus greatly weakened ; indeed, the tendency was to liquidate 
rather than increase outstanding long-term investments, some of 
which became valueless.” 

Even so, it might be object ted that the war will have brought 
changes which may render the former system of multilateral balance es 
unnecessary. In particular, it must be acknowledged that this 
country’s loss of overseas investments will inevitably modify the 
pattern of multilateral trade. Similarly, the development of synthetic 
materials, replacing to some extent the natural products, may reduce 
the share of international trade in trade as a whole, and in the 
process lead to a contraction in multilateral trade. While all this 
is true enough, “ these structural changes,’ as the authors of the 
memoré indum point out, “‘ cannot create conditions under which the 
needs of any country for the goods of another are likely to equal the 
needs of that other country for its wares.”” At the most, their effect 
might be to diminish the strangulatory effect on the volume of trade 
of a resort to bilateralism ; but neither they nor anything else can 
alter the fact that only a ‘multilateral system is consistent with an 

expanding world economy. ‘An increased exchange between 
industrial and non-industrial countries, if pursued within the confines 
of bilateral settlements, will fail not only to provide many countries 
with their requirements of foreign goods, but will also fail to bring 
about anything like a sound equilibrium in international trade and 
finance. The establishment of a workable system of multilateral 
trade—not necessarily in all detail on the pattern of the old system— 
appears, therefore, to be an important object for post - war 
reconstruction.” 





DISPARITY BETWEEN EXPORT AND IMPORT SURPLUSES, 1928 


Region s Import Sarpluses Transport 

Export Surpluses from Region Cosis, ete. 

$m. $m. $m. 
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U.S.A. sis oe i 1,830 2,290 460 
Dominions, etc. .. rae 950 1,410 43 
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ie OH... ” - Igo 310 120 
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The City Livery Companies 


By Bryan Pontifex, F.CA, F.CLIS. 


ONDON’S Livery Companies are the oldest organizations in 
| England, excepting possibly the Church of England, which was 

named in the Magna Charta. These companies started as 
trade guilds, and some go back eight hundred years. The Worshipful 
Company of Weavers is the oldest, having received a charter from 
Henry I (circa 1100). The last to receive a charter was the Honour- 
able Company of Master Mariners about twelve years ago, before 
which the last charter was that of the Fan Makers from Queen Anne 
in 1709. The origin was the men of trade getting together and 
framing ordinances for the control of their trade—standard of 
workmanship, and so on. These ordinances were then taken before 
the Mayor and Court of Aldermen of the City of London, and when 
“allowed ’”’ became official and binding. Incorporation by Royal 
Charter or Act of Parliament ge nerally c came later—until that was 
received the company was said to “‘ act by prescription.” 

The independent spirit of the Court of Aldermen did not always 
recognize a Royal Charter (if received before the Ordinances) by 
the “grant of a livery.”’ Indeed, in 1437 the then City Council 
promoted an Act insisting that all charters granted to City companies 
be presented for approv al by the Mayor (he was not “‘ Lord Mayor ”’ 
until 1545) and Aldermen. ‘The Spectacle- makers’ Company received 
a Royal Charter from Charles I, but were not “ granted a livery’ 
until 809. Similarly, the Clockmakers’ Company received a Royal 
Charter, also from Charles I, but were not granted a livery until 
1706. The Parish Clerks’ Company was incorporated by Royal 
Charter five hundred years ago, and to this day has not been granted 
a livery. 

The principal power bestowed by the ordnances and early 
charters was that of the “ Right of Search.’’ The wardens of a 
company were thereby empowered to visit the workshops of their 
trade, search for, condemn and destroy all work that they deemed 
bad. In many crafts, trade articles manufactured had to be marked 
at the hall of the company before being offered for sale—hence the 
term ‘‘ hall-marked.” It was originally not confined to plate. 
Armour, for example, had to be so marked or stamped at the 
Armourers’ Hall. Other companies, such as the Pewterers, had 
what was called the ‘“‘touch.’”’ The pewterer had personally to 
stamp all goods he made with a mark registered at that company’s 
hall. The Brasiers had to stamp their manufactured goods with 
the initial of their Christian name to the first two letters of their 
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surname. By these means the makers of inferior goods could be 
identified and be punished. 

A company’s ordinances laid down the conditions of apprentice- 
ship and the number of apprentices permitted, and so on. Ordinarily 
the term of apprenticeship was seven years, from 14 to 21 years of 
age, and sy apprenticeship was “ under the company.” On the 
expiry of a satisfactory apprenticeship, application was made for 
the ‘ "eehins of the Company,” and that obtained the “ Freedom 
of the City,’’ registered at the Guildhall. The erstwhile apprentice, 
as an artizan and a freeman, worked at his trade as an employee 
until he was in a position to start in business for himself, when he 
applied to be admitted as a liveryman. In due course, if satisfactory, 
he was Cco- opted from the Livery on to the Court of his company as 
an “ Assistant,’’ becoming in turn Renter Warden (the collector of 
rents), Upper Warden and Master of the Company. eh companies 
naturally deviated a little from this procedure, but that was the 
normal practice. 

The modern practice follows in form the same procedure. A form 
of apprenticeship for seven years is followed, in due course, by 
admission to the Livery, and so on. For those of ‘ ‘riper years, 
entry may be by “ redemption,” that is by purchase, but here too 
there has to be election by the Court. Eminent men are frequently 
admitted to honorary membership. In this connection, it may be 
mentioned that H.M. the King was admitted to the Freedom of the 
City through the Freedom of the Drapers’ Company, subsequently 
becoming a “ Mercer,’”’ a ‘‘ Needlemaker,’”’ a “‘ Merchant Taylor,” 
a ‘‘Fishmonger’’ and Admiral of the Honourable Company of 
Master Mariners. He served as Master of the Shipwrights’ Company 
and is now Permanent Master of that Guild. This is but following 
in the footsteps of his predecessors, who for six hundred years have 
been members of Guilds. 

Charters often gave powers in addition to the “ Right of Search” 
of the general governance of the trade imposing duties. For example, 
the great Fishmongers’ Company—ranking fourth and one of the 
richest of the great companies—still retains the powers and duties 
given it under its charter of James I (its first charter was Edward I) 
and condemns unsound fish within the City of London. Its powers 
have not been curtailed. On the contrary, in recent years —s have 
been enlarged under the Fisheries Acts of 1877 and 1923, so that 
now some of its duties extend over the whole country and these 
duties are discharged without cost to the public. 

Other companies which retain ancient powers include the Society 
of Apothecaries (Charter 1617), which conducts examinations and 
grants a statutory and registrable diploma “ L.M.S.S.A.’’, which 1s 
an authority to practise medicine and surgery. It also examines 
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and grants certificates in dispensing. The Founders’ Company may 
stamp weights with its mark of approval, and the Gunmakers’ 
Company proves and stamps gun barrels. The Scriveners’ Company 
has the right to require any notary public within the City and its 
limits to belong to and be made the discipline of the company. 
Membership of “the Apothecaries, the Brewers’ Company, the Dis- 
tillers’ Company and the Gunmakers’ Company, is strictly limited 
to members of those trades. This also applies to the Stationers’ and 
Newspaper Makers’ Company—the largest company numerically. 
Again, only holders of a Master Mariners’ certificate are eligible for 
the livery of the Honourable Company of Master Mariners. 

Some may be interested in the, to us, unusual names of some 
of the old companies and trades. There are companies representing 
trades now obsolete, e.g. Fletchers (arrow-makers) and Bowyers 
(bow-makers). Girdlers and Pattenmakers, too, represent obsolete 
trades, but they have adapted themselves to modern conditions. 
Cordwainers are shoemakers, Loriners makers of bits, spurs and 
stirrups. Upholders amalgamated on incorporation (in 1626) three 
trades—Upholsterers, Undertakers and Fripperers (or Philippa)— 
the latter dealers in small articles. In its first charter (1327), the 
great Company of Skinners were called “ Pelliparii,’”’ Ironmongers 
were originally ‘“ Ferones,” Plasterers “ Pargettors’’ and Farriers 
‘Ferners.”” The Barbers were at one time of the same livery as 
Surgeons, incorporated 1548 as “ The Mystery of Barber-Surgeons.”’ 

There are to-day 78 livery companies with an aggregate member- 
ship of 9,716 livery-men. The once vexed question of the precedence 
of the companies, inter se, was “ sette, ordayned and agreed ”’ in 
1515 and has been adhered to since. The premier company is the 
Mercers (the name derived from the Latin mercator, a merchant), 
incorporated by Royal Charter in 1393. This and the next eleven 
companies form the “‘ Major Companies.’ There are 66 “ Minor 
Companies.’’ Some companies have, through the centuries, become 
extinct. 

In the governance of “ The City,” ratepayers elect by wards 
226 Common Councilmen, and from the Common Council 26 Alder- 
men are chosen. A candidate for Lord Mayor must be an Alderman 
and a past Sheriff. Both elections to Lord Mayor and to Sheriff are 
by the livery-men, by show of hands in the Guildhall—called the 
Common Hall of the Guilds. A Lord Mayor has before election 
probably a quarter of a century of honorary public service to his 
credit. Neither the Lord Mayor or the Sheriffs receive fees, but on 
the contrary are, of course, largely out of pocket as a result of their 
year of office. 

The Guildhall was built by liverymen (not the ratepayers) 
between 1411 and 1499. Only 33 out of the 78 companies have halls 
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of their own. Before the Great Fire of 1666 there were 50 halls bi 
—43 were then destroyed. Many but not all were rebuilt, but of in 
the 33 remaining before the “ Blitz” about three-quarters have been [| “ 
destroyed or damaged. The spirit that rebuilt companies’ halls in b 
the seventeenth century (although 13,000 houses also had then been P 
destroyed) will doubtless rebuild the halls lost in the twentieth Pp 
century. Perhaps the greatest loss to Guildry was the beautiful hal! 0 
of the Merchant Taylors—the oldest and largest. For centuries, ir 
this hall of the Merchant Taylors has been in what we now cal! ci 
Threadneedle Street. In medieval London it was the practice for T 
a shield with arms, called a sign, to be suspended from a building [ 
and hang over the street. The arms of this company are thre« t 
needles and, by transition, it gave the name of Threadneedle to the t 
street. a 

As regards the companies’ properties and income, there is con- ( 
siderable misapprehension. The halls were built out of the companies’ I 
funds and by subscriptions from their liverymen. Their property, V 


mostly in the old city, was all bequeathed by liverymen, as was - 
the plate. As regards income, the companies generally are not ric! 
—only the major companies could be so described. A dozen of the 
minor companies could be said to be “‘ well off,” but the remainder 
are indifferently well to do ; some indeed have no corporate income. 
All the companies, of course, pay full income-tax and, in addition, { 
they pay a special tax under the Corporations Tax Act. Trusts aré 
1 
( 
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many and varied, but all are administered at the cost of the com- 
panies, that is without charge against the trust. In 1852 there was 
a Royal Commission of Enquiry into the companies ’ finances, and 
no case was found of the misuse of trust monies. | 
Although there is no legal obligation to do so, most of the com- | 
panies support technical education, especially in the trade with 
which they are or were associated, by education, bursaries, examina- 
tions and prizes. They have a central body for this purpose, the 
City and Guilds of London Institute, founded in 1878. In sixty-five 
years, nearly one and a half — pounds have been subscribed to 
this Institute’s funds and a very large amount of service given 
gratuitously in administration by liverymen. Although primarily 
and fundamentally a City institution, its activities are country-wide, 
indeed Empire-wide. Apart from this, eons their own Institute, 
there is much assistance to education generally. The grant by the 
companies of an aggregate of £175,000 towards the new building 
of London University may be mentioned, and there are a score oi 
schools managed and financed by them. Specific support by com- 
panies of their own trades may be instanced. The Armourers’ and 
Brasiers’ Company, by virtue of havi ing been armourers, give support 
to the Sheffield Trades’ Technical Societies and, by virtue of being 





Ils 
of 
en 
in 


“THE GITY LIVERY COMPANIES 25 











brasiers, support the copper and brass trades by the grant of bursaries 
in Birmingham. The Farriers’ Company grant the distinction 
“RSS.” (registered shoeing smith) to those who qualify therefor 
by practical experience and tests of ability, and similarly the 
Plumbers’ Company grant the distinction ‘“ R.P.’”’ (registered 
plumber). The Founders’ Company give annually two fellowships 
of f 250 each for research work and for study of foundry work abroad 
in their trade. The Spectacle Makers’ Company inaugurated and 
control a series of examinations to test the qualifications of opticians. 
The Stationers founded the Stationers’ Company and Printing 
Industry Technical Board for the purpose of supervising the technical 
training and education of those engaged in the printing and allied 
trades. An outstanding example of practical help to their trade, 
although located outside London, is that of the great Company of 
Clothworkers (founded in 1528), which has endowed and supported 
Leeds University by gifts to an aggregate of £350,000 to the Cloth- 
working Department. The smail Society of Framework Knitters 
(a livery company since 1657) has practically gone to Leicester, 
closely to associate itself with the trade of which that city is the head- 
quarters. More than half the members of the company are resident 
there. 

The company most closely associated with banking is, of course, 
the Worshipful Company of Goldsmiths, whose beautiful hall (1835) 
isin Foster Lane, Cheapside. Its first Royal Charter (1327) ordained 
that “‘in all trading cities and towns in England where goldsmiths 
reside the same ordinance be observed as in London, and that one 
or two of every such city or town for the rest of the trade shall 
come to London to be ascertained of their touch of gold and there 
to have a stamp of a puncheon of a leopard’s he ad marked upon 
their work as of antient time it hath been ordayned.’’ The London 
Directory of 1677 contained a list of goldsmiths mentioned as keeping 
‘running cashes.”” Of those firms so described, five were still 
carrying on business as bankers in 1876—two hundred years later. 
In 1694 the Bank of England was founded by Chi arles Mont tague, 
Chancellor of the Exchequer, afterw ards the first Earl of Halifax. 
Business was commenced in the Mercers’ Hall but after a few months 
transferred to Grocers’ Hall, where it remained for forty years, 
Sir john Houblon, a Past Master of that company, being the first 
Governor of the Bank. 

in sum, the City ot London Livery Companies not only represent 
a priceless link with a great historical past, but, me tamorphosed 
though their functions have been, they continue, after centuries of 
usciulness, to justify and more than justify their existence by the 
support and guidance they afford to technical education and scientific 
research. 
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Tmpetial Budget Conninintss 
By Paul Bareau 
OUR Imperial budgets have recently been presented. They 
L provide interesting material for a comparative analysis of the 
relative fiscal burdens being borne by various Empire countries, 
of the manner in which expenditure is being provided for and of 
the effect which the broader aspects of war finance is having on 
the international creditor position of these countries. The countries 
in question are Canada, Australia, South Africa and India. As a 
very crude measure of the inte nsity of their respective war efforts, 
let_us first look at the per capita expenditure which the budget 
csheehin appear to envisage for the coming year-—though, as a 
measure of true war effort, these figures must naturally be subject 
» very substantial reservations. Canada in the coming year proposes 
to o spend f11g per head of population. Australia’s per capita figure 
is £75. Inthe case of South Africa it is £16 if we take the total popula- 
tion, but rises to {80 if only the 2,000,000 odd of Europeans are 
counted. When we come to British India, the per capita figure of 
budget expenditure for the coming year is about 14s. 6d. 

These are, admittedly, relative figures to which little significance 
can be attached. There can be no real comparison between the 
absolute per capita burden of taxation of the Indian ryot and of the 
Canadian industrial worker. Where a large proportion of the 
population lives at level little above that of bare subsistence, even 
the ratio of budget expenditure to total national income gives no 
tneasure of the relative intensity of the country’s fiscal effort. More- 
over, the rate of expenditure of countries such as Canada, Australia 
and South Africa, is to some extent a function of the scope for 
industrialization which each of them possesses, of the development 
of war strategy, of the shipping position—in other words, of many 
factors over which the country concerned has far from complete 
control. Nevertheless, with all such qualifications, these figures of 
per capita expenditure are not devoid of significance. 

Canada has budgeted to spend $5,500 millions in the coming 
financial year. Of this, all but some $goo millions will be expenditure 
on the war, national defence and allied objectives. This budget 
total represents over 60 per cent. of the estimated Canadian national 
income for the coming year, a proportion which challenges comparison 
with that of any of the belligerent countries. A considerable part 
of the war expenditure will be in respect of deliveries to the United 
Nations, and in particular to the United Kingdom, made under the 
new financial agreements announced last February. This agreement 
makes Canada’s deliveries of war materials to the United Nations 
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quite independent of the recipients’ possession of Canadian dollars. 
\s long as such resources are available, they will be used to pay for 
goods imported from Canada. But the goods will still be sent 
when the exchange resources are exhausted, and there will not even 
be the nominal accounting of such deliveries which occurs under the 
U.S. Lend-Lease arrangements. 

Some measure of the Canadian war expe nditure which may be 
represented by such deliveries in the coming year is provided by 
the fact that the United Kingdom, in the financial year now drawing 
to its close, will have received some $1,200 millions from Canada. 
The greater part of this was made av ailable under the $1,000 millions 
free gift arrangement which began to operate at about the beginning 
of our financial year 1942-43, and which was expected to cover the 
cost of deliveries up to March 30, 1943. Owing to the improvement 
in the shipping position and to other factors, Canadian deliveries 

exceeded this anticipated programme and the $1,000 millions was 
ceenaial in the early weeks of this year. Under the new arrange- 
ments announced in February, the Government of Canada took over, 
for a sum of $200 millions, the British interests in Canadian war 
industrial plants built since the beginning of the war with capital 
provided by the British Government. If at least the same scale 
of deliveries is maintained in the next year, Canada’s expenditure 
under the new financial aid agreement will make up about one-quarter 
of the Dominion’s whole budget expenditure for the coming year. 
As this aid will be given without the creation of any debt—real or 
monetary—and for no other consideration than, in the words of 
the Finance Minister, the assurance “ that such supplies are to be 
used in the joint and effective prosecution of the war,’’ Canada is, 
in fact, going to the limits of generosity. 

Of Canada’s $5,500 millions expenditure, the sum of $2,752 
millions is to be covered by taxation—a proportion of 49.4 per cent. 
The latest budget proposals aim at raising an additional $136 millions, 
mainly by raising the taxes on tobacco, liquor and entertainments. 
The main feature of the recent budget, however, is the completion 
of the switch over to the principle of taxation of incomes at source. 
a “‘ pay-as-you-earn ”’ plan has involved some remission of the 

come tax on 1942 incomes—which in effect is no remission at all, 

since the taxation on current income will immediately take up the 
amount remitted in respect of the previous year’s income. The main 
structure of income-tax rates has been left unchanged.* 

It is still too early to draw up the balance sheet of war-time 
changes in Canada’s external creditor position. On the credit side 
is the repatriation of Canadian securities previously held by British 










*See also A BANKER’S Diary, Pages 3 and 4. 
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investors and vested under Treasury orders. On the debit side is 
the new indebtedness incurred to the United States and the net loss 
of gold to that country. 

Australia is budgeting for a total expenditure of £A652 millions 
for the coming year. This total is made up of £A540 millions for 
war expenditure ({A460 millions in Australia and £A8o0 millions 
overseas) and fArr12 millions for non-war expenditure. Of this 
total, {A262 millions, or 40.2 per cent., is to be covered from taxation, 
leaving £A: 390 mijlions to be borrowed. The latest budget proposals 
involve an increase of some {A4o millions in the fiscal burden of the 
Commonwealth, the bulk of it to come from individual income-tax, 
through lower exemptions, increased rates and steeper graduation. 
The amount of Australia’s expenditure on the war is, to some extent, 
conditioned by physical and strategic considerations. It would be 
greater if more shipping were available and if the means were pro- 
vided for improving on the industrialization programme which has 
been pushed through over the past year. In many respects, Australia 
has trampled more heavily on vested interests than other Empire 
countries in attaining her full war effort. The curtailment of 
inessential pursuits such as gold-mining, and the drastic regulation 
of the commercial banks’ activities, are examples of this sacrifice of 
sectional interests in the pursuit of total war. But the sacrifices 
have, perhaps, been slightly one-sided. The interests adversely 
affected by them have, on the whole, been those with whom the 
present Government has little symp vathy, The lower and middle 
incomes have felt the burden of additional direct taxation, but not 
to the extent experienced in the U.K. 

An interesting aspect of Australia’s war finances is the extent 
to which the Government, in its relatively large borrowing operations, 
is depending on floating debt issues. For the past financial year the 
issue of Treasury bills accounted for about 45 per cent. of the whole 
expenditure of the Government and for about three-quarters of the 
total borrowing. To some extent this reflects some inadequacy in 
the volume of private savings canalized to Government issues, but 
this exceptional dependence on floating debt borrowing has also 
been a result of conscious Government policy. The trading banks 
have, under the operation of the banking regulations introduced in 
November, 1941, been prevented from taking up any additional long 
or medium-term Government securities, and have been compelled 
to limit their loans to the Government either to Treasury bills or to 
the new war-time deposits with the Commonwealth Bank, on which 
interest is paid af } per cent. and which the Commonwealth Bank 
re-invests in Treasury bills. As a method of controlling and stabilizing 
trading bank profits, this borrowing policy may have many 
advantages. [but in its effect on the composition of the Common- 
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vealth debt, it is not without its element of danger. 

The fortunes of war have caused little change in Australia’s 
external creditor-debtor position. The comparative isolation of the 
Australian primary industries from their principal markets, and the 
extent to which Australian forces have served overseas and remained 
a charge on the Australian budget and exchange resources, have 
prevented Australia from ac cumulatin g substantial exchange reserves 
or repaying external debt as a result of the war. It is true that, 
since the beginning of the war, Australian London funds have risen 
from £A45.8 millions to £A79.3 millions, but no such increase would 
have occurred if the British Tr asury had not taken over a certain 

proportion of the overseas expenditure. For the coming financial 
vear, the arrangement is that Australia will meet out of London 
funds external expenditure to the amount of £A8o millions, leaving 
any surplus of such expenditure to be borne by the British Treasury. 
It will be seen that it is only this sum of £A8o millions which has 
been included in the budget estimates. Any surplus is left out of the 
Australian budget calculations, just as the British receipts under 
U.S. Lend-Lease or Canadian deliveries are excluded from the U.K. 
budget. On present indications, therefore, it looks as though 
Australia would emerge from the war with little change in her inter- 
national capital position, though perhaps with a certain volume of 
industrial equipment which, but for the mutual aid agreements 
would have involved some overseas borrowing, if it had been 
imported at all. 

South Africa, on the other hand, will undoubtedly have improved 
its position very appreciably as a result of the war. Already sterling 
debt to the amount of £80 millions has been repatriated, and this 
movement has been very appreciably swollen by the repatriation 
of South African shares—mainly gold-mining shares—which before 
the war were held by British inv estors. There is no accurate measure- 
ment of this movement, but the day-to-day experience of the market 
in South African mining shares strongly suggests that it has reached 
considerable proportions. This repatriation of South African securi- 
ties has received the vocal and practical encouragement of the 
south African authorities. The imposition of discriminatory taxation 
on non-resident shareholders was clearly intended not as a revenue- 
producing measure, but as a means of encouraging external share- 
holders to sell their holdings of South African shares and so swell 
the homeward tide of these securities. 

In addition, South Africa has been persistently accumulating gold 
since the outbreak of the war. Enough gold is sold to the British 
Government to meet the current requirements of the Union—inclu- 
ding the capital repatriation item—-and the balance of the gold 
produced in the Union is being accumulated by the Reserve Bank. 
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This reserve has risen from £28.2 millions on the outbreak of the war 


to £75 millions. These figures are still expressed in pounds of the 
old parity (85s. an ounce) and therefore represent an accession of gold 
amounting to {94 millions at the official price which has ruled since 
the outbreak of the war. 

The Union budget for 1943-44, recently introduced, provides for 
a total expenditure of £164 millions. Of ‘this total, £96 millions is 
war expenditure. South Africa, as behoves her comparative immunity 
from the extreme stresses of war finances, is covering an exceptionally 
large proportion of her total budget expenditure out of taxation. 
The budgetary borrowing for the coming year is put at no more 
than £48 millions, and on this evidence it looks as though the Union 
will cover about 70 per cent. of its expenditure out of taxation. It is 
true that, for the past financial year, the loans of the Government 
amounted to as much as £78 millions, but the greater part of this 
represented the converse of the repatriation of Government sterling 
issues. These loans had to be replaced by an equivalent amount of 
domestic borrowing, and the magnitude of these particular loans, 
therefore, bears no relation to the size of the Union’s war effort 
—rather the reverse. The budget estimates recently presented 
involve an increase of {9,744,000 in the fiscal burden of the Union, 
about one-third to come from direct taxation on companies, on the 
gold and diamond industry and on individual incomes, one-third 
from customs and excise, and the remaining one-third from stamp 
duties and from an increase in the discriminatory tax on non-resident 
shareholders. With this eminently orthodox management of her 
war finances, and with the benefits derived from the highly pampered 
position which gold has occupied in this war, South Africa should 
emerge from the war with her finances greatly strengthened. 

India’s participation in the war has up to now redounded with 
astonishing vigour to her economic and financial advantage. The 
country has prospered from the higher range of prices quoted for 
tea, and most other primary products. At the same time, the fisca! 
burden of the country has shown no increase comparable with that 
borne by other Empire countries. The estimates for the coming 
financial year, converted into sterling, show expenditure of 
£194.7 millions and revenue of {164 millions, leaving £30 millions 
to be borrowed. Some appreciation of the relative “magnitude of 
these figures may be gained from the following tabulation of 
defence ape nditure in India chargeable to the United Kingdom 
Government : 


£ 
1939-40 es ws os ae Tr 3,000,000 
1940-41 és is ‘“ ai ‘en 40,000,000 
1941-42 — - me “a wa 139,000,000 
1942-43 (est.) ms ie a “a 291,000,000 
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In addition to the 1942-43 expenditure of {291 millions, ther: 
were free deliveries of materials to India from this country, estimated 
at {45 millions. In addition, United States Lend-Lease supplies 
to India from March, 1941, to January, 1043, totalled $295.5 millions. 
There has been no reverse Lend-Lease to any of the [ be Nations 
from India. 

It is, of course, impossible from these figures to obtain a true 
measure of the real fiscal burden which India is carrying. Provincia! 
taxation must be taken into account. Allowance must be made for 
the extremely low average income. But there can be no getting 
away from the consequences of the arrangements which govern the 
financial relations between India and Great Britain. Under the 
first war-time agreement made towards the end of 1939, India paid 
for all land forces raised, trained and equipped from Indian sources, 
but only so far as they remained in India. Britain paid for al] 
imported equipment and met capital charges such as the building 
of airfields. This worked without abnormal distortion in the Indian 
balance of external payments as long as India remained well outside 
the sphere of hostilities. But the whole basis of the agreement was 
changed by Japan’s entry into the war. As can be seen from the 
figures given above, the expenditure in India chargeable to the 
British Government has increased by leaps and bounds. Together 
with the extremely one-sided character of the mutual aid arrange- 
ments between India and the United Nations, this has enormously 
swollen the exchange resources of India. 

The results can be briefly stated. Since the beginning of the war, 
India has repaid sterling debt to the amount of £320 millions, and 
has made provision for the repayment of a further £27,250,000, 
which will reduce the amount outstanding at the end of this year 
to the negligible total of £12,250,000. In addition, the sterling 
assets held by the Reserve Bank have risen since the beginning of 
the war from {£58 millions to £345 millions. In three-and-a-half 
years, therefore, the external creditor position of India has swung 
by the enormous figure of {607 millions—and it is still swinging fast 
in the same direction. There is surely a touch of the quixotic in 
the financial arrangements which have made such a revolution 
possible. There is certainly no flavour of exploiting Imperialism 
about them. The problem for India is how to use the sterling 
resources which the fortunes of war are pressing in her hands. It was 
stated in the last budget statement that part will be used to make 
permanent provision for sterling pensions and other home charges 
which are henceforth to be met by the British Treasury. The 
balance will be regarded as a reconstruction fund to be drawn on 
to finance imports from Great Britain as and when it becomes again 
possible to obtain and transport such imports. On financial grounds, 
India will have little reason to regret the cataclysms of this war. 
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Bank Advances to War Industry 
By J. Mead 


ROM the outbreak of the war the banks have had to give special 

consideration to the financial needs of contractors and sub- 

contractors working directly or indirectly for the Supply 
Departments on a much larger scale than their capital resources can 
justify. At the instance of the Treasury, in fact, the banks have 
been encouraged to grant advances freely for such purposes, largely 
disregarding the normal limitations. Finance is not, of course, 
supplied autosatically to a contractor just because he has a contract. 
The tests of business capability and creditworthiness serve a useful 
purpose in war as well as peace, and are still applied by the State, 
in effect, through the mechanism of the banking system. Banks are 
nowadays expected to run greater risks than usual; but they 
obviously ought not to support any enterprise that is mismanaged 
financially and probably therefore inefficient. Moreover, it was 
recognized at an early stage that banks should not be called upon 
to finance the acquisition of fixed assets. Capital assistance for land, 
buildings and plant is in consequence provided largely by the 
Departments. It is difficult for the banker to ensure that his money 
does not drift into plant and equipment, but the broad distinction is 
clear. The need for floating capital was itself curtailed when the 
Departments brought in the progress payments system, (a) to 
minimize recourse to bank borrowing by contractors, and (b) to 
enable contractors to keep sub-contractors well paid up. 

Actually, the progress payments system is not popular. It is 
more suitable for big jobs, such as aerodrome construction or aircraft 
assembly, than for production of small units such as shells. On the 
other hand, it is often the production of small parts (by firms that 
started in a very small way) which calls for disproportionate finance. 
Furthermore, there is something like a bottleneck in the surveying 
and accounting work required for calculation of the cash due, parti- 
cularly on large contracts. 

Assuming that loans are required only as working capital, what 
are the risks that bankers run and what steps do they take to keep 
down bad debts ? Theoretically, there is not much risk at all. 
Given an undertaking which is solvent in the first place, buying 
materials and employing labour to turn out at reasonable prices 

var products acceptable to the Department it supplies, how can it 
alae fail? Contracts invariably include a bre ak clause to 
protect a contractor against cancellation when the war comes to an 
end, and there are miscellaneous other protective clauses. Con- 
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tractors’ selling prices are unlikely to be uneconomic, and on the 
purchasing side there are physical and monetary price controls on 
raw materials and to some extent on labour. Short of really bad 
management, therefore, industry is expected to make profits, not 
losses, out of war: hence E.P.T. at 100 per cent. Moreover, E.P.T. 
is spread over the whole of its operative period, offsetting deficiencies 
below the standard against profits above it. Current E.P.T. liability 
is, in consequence, a form of insurance against losses in the immediate 
post-war period. It is not forgotten that the old Excess Profits Duty 
was not abolished until 1924. 

Notwithstanding such important safeguards for the contractor, 
the banks naturally continue to get what security they can for their 
advances. It is not proposed to deal in this article with contractors 
who can offer good security, either direct or third party, to cover 
bank facilities. Let us examine the case of a limited company with 
inadequate resources, trying to stand on its own feet. To-day, 
of course, the number of manufacturers who do not adopt incor- 
poration under the Companies Act is relatively small, and we need 
hardly consider the position of sole traders and partnerships. 

In dealing with a limited company resting thus on its own assets, 
the practical risk of loss to a bank when the business eventually 
comes to a standstill (or slows down to a pre-war pace) is in the 
last resort the break-up of the balance sheet, i.e. the event of liquida- 
tion in the face of trading difficulties. Naturally, there may be 
a long and anxious period (after the war, of course) when an advance, 
if the customers keep going, may be “ sticky ’’ and probably frozen. 
But the situation must finally resolve itself into recovery or a winding 
up. Liquidation is essentially a process of law to settle the order 
in which creditors of a company are satisfied on its dissolution, 
having regard to any rights they can set up to be paid out of specific 
assets, or in some other manner in priority to the rest of the creditors. 
Banks, therefore, set out to get the first priority as creditors in the 
event of the customer’s collapse. This is not unreasonable, parti- 
cularly if they have not had much choice about “ holding the baby ” 
during the war, in the national interests. The generally accepted 
way of doing so is to take a debenture, but this is not wholly satis- 
factory under war conditions, as will appear. 

Normally a debenture taken by a bank is a fixed first charge 
by way of legal mortgage on a company’s freehold and leasehold 
property, if any, and the fixed plant and machinery thereon.* As to 


* A schedule is sometimes attached. Plant not owned by the company, e.g. 
provided by the Government, is not included, but it should be capable of identifica- 
tion. Normally the Supply Departments take a bank’s admission that plant is 
outside the debenture, if provided by the Department. 
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all other property and assets, it constitutes a floating charge.t+ 
Debentures vary from bank to bank, but there are two distinct types. 
One is a fixed sum debenture issued to the bank’s nominee company 
and thereafter charged to the bank in a separate agreement, which 
confers on the bank a power of sale of the debenture. The other type 
is a debenture to the bank securing all moneys owed, which is not 
in the ordinary way marketable. As between the two kinds of 
debenture, there are certain differences of procedure in realizing 
the security behind them. The floating charge contained in both 
enjoys the well-known merit of crystallizing in favour of the debenture 
holder immediately he exercises his remedies, which he usually takes 
power to do on demanding repayment of the amount owing. All 
the company’s assets which are not otherwise charged in the ordinary 
course of its business thereupon fall at once into the grip of the 
bank’s receiver, including book debts. 

Liquidation does not necessarily ensue but the requisite priority 
over other creditors is secured, within limits. The latter are not by 
any means unfairly pr ejudiced, since the debenture, to be effective, 
must have been registered under section 79 of the Companies Act for 
all the world to see.* Unfortunately for the bank, however, the 
floating charge in its debenture is subject to an impediment, which in 
war conditions takes the gilt off the ginger-bread. Section 264 pro- 
vides that in a winding up there shall be paid in priority to all other 
debts “ all assessed taxes, land tax, property or income tax, assessed 
on the company up to the fifth day of April next before the re 
up) date, and not exceeding in the whole one year’s assessment,’ 
well as rates, wages to employ ees, andsoon. The same priorities are 
granted, by virtue of section 78, against a receiver as far as a floating 
charge is concerned, even if the company is not at the time in course 
of being wound up. 

Preferential payments thus come out of the free assets of the 
company and, for this purpose, assets affected only by a floating 
charge under a debenture are deemed still to be free, which is not 
unreasonable. Ifa debenture contains a fixed charge, the preferential 
debts are of course only payable out of the assets subject to the 
floating charge. At one time this was open to doubt, but the point 
was decided in 1929 Jn re Lewis Merthyr Consolidated Collieries. 
Priorities of this character may not be extensive in ordinary times, 
but nowadays a company’s balance sheet is often overshadowed 








F It is possible that a bank might take a debenture under war-time conditions 
where formerly a guarantee was relied upon signed by one or more of the directors. 
rhe directors are then “interested ’’ personally and, precautions are necessary 
to ensure that the debenture is valid. (See Victors, Lid. v. Lingard, 1927.) 

* Where a company is being wound up, a floating charge is invalid if created 
within six months of the commencement of winding up, except in certain circum- 
stances-—section 266. 
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by very substantial sums due to the Revenue for E.P.T. The heavier 
the company’s “ overtrading’”’ (and hence its bank borrowing), 
the larger its E.P.T. liability may be in relation to its assets. E.P.T. 
priority over a floating charge is obviously serious indeed where a 
company owns nothing but floating assets. 


The Finance Act of 1937 gave the same priorities to N.D.C. as 
must be given to income tax under the Companies Act, and the 
Finance (No. 2) Act, 1939, extended them to E.P.T. It is generally 
thought that by analogy the State’s preferential claim for N.D.C. 
and E.P.T. is therefore limited to one chargeable period of twelve 
months, but this was never decided under the old E.P.D. and is 
considered to remain an open question. However that may be, 
the priority for taxes generally is important to any bank should 
a customer’s business fail soon after the war. And at any time the 
liability may make serious inroads into an apparently healthy liquid 
position. With or without security, a bank is fully justified to-day 
in making close enquiries into the taxation liabilities outstanding 
against a borrowing concern, and especially in the case of ‘‘ balance 
sheet ’’ advances for war purposes.* 


To get better security in regard to monies due under war contracts 
(as part of the floating assets) than is possible under a debenture, 
the banks are turning to charges on the actual contracts. This 
represents a change in outlook, for such charges were looked upon 
unfavourably before the war and were seldom taken except as 
against retention monies held back from a contractor for an agreed 
period until his work had proved good. A bank takes such a charge 
by way of ‘“ absolute assignment.’’ The term is a little misleading 
in relation to the mere mortgage of a debt, but it is used to conform 
to section 136 of the Law of Property Act, the governing legislation 
in mortgages of choses in action, of which a debt due or accruing 
due is one example. A mortgage of a debt in the ordinary form 
such as a bank takes where the entire interest of the mortgagor in 
the debt is passed to the bank subject to the customer’s equity of 
redemption, is actually an absolute assignment within the section 
(see Hughes v. Pump House Hotel, Ltd., 1902). Under the law the 
assignor of a chose in action (unlike the holder of a negotiable 
instrument) takes his title subject to all existing equities or defects. 
But for practical purposes a bank gets an almost unassailable interest 
in the contract moneys falling due, once it has registered its charge 





* The true position of a company will, of course, be a good deal plainer to 
banks and others if the recent recommendations of the Institute of Chartered 
Accountants are generally put into practice. 
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all other property and assets, it constitutes a floating charge.t+ 
Debentures vary from bank to bank, but there are two distinct types. 
One is a fixed sum debenture issued to the bank’s nominee company 
and thereafter charged to the bank in a separate agreement, which 
confers on the bank a power of sale of the debenture. The other type 
is a debenture to the bank securing all moneys owed, which is not 
in the ordinary way marketable. As between the two kinds of 
debenture, there are certain differences of procedure in realizing 
the security behind them. The floating charge contained in both 
enjoys the well-known merit of crystallizing in favour of the debenture 
holder immediately he exercises his remedies, which he usually takes 
power to do on demanding repayment of the amount owing. All 
the company’s assets which are not otherwise charged in the ordinary 
course of its business thereupon fall at once into the grip of the 
bank’s receiver, including book debts. 

Liquidation does not necessarily ensue but the requisite priority 
over other creditors is secured, within limits. The latter are not by 
any means unfairly prejudiced, since the debenture, to be effective, 
must have been registered under section 79 of the Companies Act for 
all the world to see.* Unfortunately for the bank, however, the 
floating charge in its debenture is subject to an impediment, which in 
war conditions takes the gilt off the ginger-bread. Section 264 pro- 
vides that in a winding up there shall be paid in priority to all other 
debts “ all assessed taxes, land tax, property or income tax, assessed 
on the company up to the fifth day of April next before the (winding 
up) date, and not exceeding in the whole one year’s assessment,’’ as 
well as rates, wages to employees, and so on. The same priorities are 
granted, by virtue of section 78, against a receiver as far as a floating 
charge is concerned, even if the company is not at the time in course 
of being wound up. 

Preferential payments thus come out of the /ree assets of the 
company and, for this purpose, assets affected only by a floating 
charge under a debenture are deemed still to be free, which is not 
unreasonable. Ifa debenture contains a fixed charge, the preferential 
debts are of course only payable out of the assets subject to the 
floating charge. At one time this was open to doubt, but the point 
was decided in 1929 In re Lewis Merthyr Consolidated Collieries. 
Priorities of this character may not be extensive in ordinary times, 
but nowadays a company’s balance sheet is often overshadowed 











t It is possible that a be ank might take a debenture under war-time conditions 
where forme rly a guarantee was relied upon signed by one or more of the directors. 
rhe directors are then “interested "’ personally and, precautions are necessary 
to ensure that the debenture is valid. (See Victors, Ltd. v. Lingard, 1927.) 

* Where a company is being wound up, a floating charge is invalid if created 
within six months of the commencement of winding up, except in certain circum- 
stances—section 266. 
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by very substantial sums due to the Revenue for E.P.T. The heavier 
the company’s “ overtrading’’ (and hence its bank borrowing), 
the larger its E.P.T. liability may be in relation to its assets. E.P.T. 
priority over a floating charge is obviously serious indeed where a 
company owns nothing but floating assets. 


The Finance Act of 1937 gave the same priorities to N.D.C. as 
must be given to income tax under the Companies Act, and the 
Finance (No. 2) Act, 1939, extended them to E.P.T. It is generally 
thought that by analogy the State’s preferential claim for N.D.C. 
and E.P.T. is therefore limited to one chargeable period of twelve 
months, but this was never decided under the old E.P.D. and is 
considered to remain an open question. However that may be, 
the priority for taxes generally is important to any bank should 
a customer’s business fail soon after the war. And at any time the 
liability may make serious inroads into an apparently healthy liquid 
position. With or without security, a bank is fully justified to-day 
in making close enquiries into the taxation liabilities outstanding 
against a borrowing concern, and especially in the case of ‘‘ balance 
sheet ’’ advances for war purposes.* 


To get better security in regard to monies due under war contracts 
(as part of the floating assets) than is possible under a debenture, 
the banks are turning to charges on the actual contracts. This 
represents a change in outlook, for such charges were looked upon 
unfavourably before the war and were seldom taken except as 
against retention monies held back from a contractor for an agreed 
period until his work had proved good. A bank takes such a charge 
by way of ‘“‘ absolute assignment.’’ The term is a little misleading 
in relation to the mere mortgage of a debt, but it is used to conform 
to section 136 of the Law of Property Act, the governing legislation 
in mortgages of choses in action, of which a debt due or accruing 
due is one example. A mortgage of a debt in the ordinary form 
such as a bank takes where the entire interest of the mortgagor in 
the debt is passed to the bank subject to the customer’s equity of 
redemption, is actually an absolute assignment within the section 
(see Hughes v. Pump House Hotel, Ltd., 1902). Under the law the 
assignor of a chose in action (unlike the holder of a negotiable 
instrument) takes his title subject to all existing equities or defects. 
But for practical purposes a bank gets an almost unassailable interest 
in the contract moneys falling due, once it has registered its charge 





* The true position of a company will, of course, be a good deal plainer to 
banks and others if the recent recommendations of the Institute of Chartered 
Accountants are generally put into practice. 
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and given the requisite notice to the Department concerned. f 

Obviously, a contract must be examined for terms that might 
enable the Department concerned (a) to reject supplies ; (°) to 
exercise any right of set off against the sums payable, or (c) to claim 
damages for non-performance. With regard to (bd) and (c), the 
Government will agree, when notified that a bank is taking charges 
on contracts or relying on a debenture, not to claim set off against 
monies due for deliveries, to the prejudice of the bank, against any 
claim for breach against the contractors. When taking a charge on 
debts a bank should confirm that no prior charge exists, though there 
is no legal right to insist upon an answer to such an enquiry.* 

As a practical measure, then, a bank can go some way to get in 
front of the State’s first claim for taxation. There may, of course, 
be floating assets outside the contracts assigned, i.e., money due 
from other transactions ; relative to these the bank’s interest is still 
postponed to the taxation authorities, and is also subject (short of 
a floating charge) to competition with any other unsecured creditors 
on level terms. 

Assignment of contracts is actually but one aspect of the way 
in which the State and the banks manoeuvre round one another for 
prior rights in a company’s assets. The standard contract of the 
Ministry of Supply, for instance, may provide that materials and 
most other things acquired by a contractor to perform his contract 
shall vest in and be the absolute property of the Ministry of Supply. 
This is fair enough if the Ministry is financing production, but it 
would radically undermine a lending banker’s position under a 
floating charge if the clause should ever be enforced against his 
receiver, or in a liquidation. Other moves can be made under the 
Currency (Defence Act), 1939, whereby the Bank of England may 
grant loans on behalf of the Government to a company and auto- 
matically get a floating charge on the debtor’s assets im priority 
to all other floating charges, exempt [from the necessity of registration 
under the Companies Act. A loan under the Essential Buildings and 
Plant (Repair of War Damage) Act, 1939, is likewise secured by a 
floating charge endowed with the same precedence. Al! told, this 
looks very much like a game of “ devil take the hindmost.”’ 


t+ A concern may conceivably be turning out war materials in anlicipaiton of 
getting a contract or in the expectation that an existing contract will be renewed. 
Even if no charge on contracts is contemplated, it is sometimes advisable to inspect 
the contracts. A customer who goes ahead without contract, or without an 
authority to proceed which is the usual preliminary to a formal contract, does not 
enjoy the benefit of the break clause, etc. The danger to bankers is practically nil 
now that allocation of materials is closely tied to contracts. 

* It is vital to take an absolute assignment of the whole debt due, even if 
coupled with an expression of the maximum amount secured. (Bank of Liverpool 
and Martins v. Holland (1926). 
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Banks as Creditors for Wages 
By Colin Graham 


MONG the practical topics raised from time to time in banking 
A circles is that regarding the preferential treatment of creditors 
for wages in the liquidation of a company. Like many other 
banking problems of a somewhat technical character, it seldom 
gets any publicity, since few of the many cases that do arise as 
a normal part of a banker’s experience in relation to doubtful debts 
are allowed to go to the Courts for decision. The recent case ve London 
Casino Limited was quite an exception, even though the majority 
of modern businesses are conducted through limited companies and 
a proportion of those which fail are bound to have preferential 
creditors of one kind or another. Perhaps the absence of litigation 
is a tribute to the clarity of the law on the subject. 

Section 264 of the Companies Act, 1929, provides that in a 
winding-up claims for rates, taxes, wages, salaries, etc., shall be 
paid in priority to all other debts. This priority does not, of course, 
affect debts that are secured on assets specifically charged by a 
company and properly protected by the. necessary registration. 
Generally speaking, wages and salary priorities are granted in the 
wording of the section to “‘ all wages or salary of any clerk or servant 
during four months next before ’’’ the commencement of the winding 
up,* not exceeding £50 for any one individual, and to “ all wages 
of any workman or labourer not exceeding {25 . . . in respect of 
services rendered to the company during two months next before 
the relevant date.’’ The two categories are quite arbitrarily divided, 
but in view of the small amounts involved for any particular employee 
the total sum at stake can often be quite substantial. It follows, 
therefore, that banks (and other classes of lenders) look to the 
protection of the well-known provision in sub-section 3, the exact 
wording of which is important :— 

‘‘ Where any payment on account of wages or salary has 
been made to any clerk, servant, workman or labourer in the 
employment of a company out of money advanced by some 
person for that purpose, that person shall in a winding up 
have a right of priority in respect of the money so advanced 
and paid up to the amount by which the sum in respect of 
which that clerk, servant, workman or labourer would have 
been entitled to priority in the winding up has been diminished 
by reason of the payment having been made.” 


* Except in the case of a company ordered to be wound up compulsorily which 
had not previously commenced to be wound up voluntarily, in which case the 
relative time is the date of the winding-up order. 
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In short, a bank is entitled to stand in the shoes of such creditors 
for sums which would have been preferential in a liquidation had 
not advances been made for the express purpose of paying them 
their due.f 

Whenever a company goes into liquidation, a bank that has 
advanced money and anticipates the possibility of a loss (e.g. in the 
absence of adequate security) naturally considers what claim can 
be set up under this section. So, too, will anyone who has put up 
third-party security for the benefit of the company, for anything 
which may improve the bank’s position in the liquidation must 
reduce the deficit the surety will eventually have to provide. This 
indeed is one of the practical difficulties of the section. Can a surety 
insist on the bank making such a claim? The question has never 
been fully answered, and the most one can say about it is that, if 
a bank raises a claim which is resisted by the liquidator, it will usually 
proceed to legal action only at the request of the surety and against 
the latter’s indemnity to cover the costs which are bound to be 
incurred. But whether there is a surety in the background or not, 
the bank ought to be able to show, in order to satisfy the Act, not only 
(x1) that out of money advanced some has been paid to employees 
resulting in diminution of their preferential claims, but also (2) that 
the advance must have been made for that very purpose and no other. 

The latter, of course, must always be a question of fact and 
intention, but no court has yet interpreted the wording of the section 
very strictly against a bank. It might be thought, for instance, 
that payments made for wages on a running account within an agreed 
existing limit of overdraft ought not to qualify as advanced “ for 
the purpose,” i.e. with that deliberate intention. Moreover, it can 
be argued against a bank that any advances applied by the customer 
to wages without any discussion or agreement of the purpose to 
which they might be put would be outside the Act. It is not yet 
established, at any rate, that the benefit of the section can be secured 
only by lending on a separate wages account and/or taking from 
the customer a written admission of the purpose for which the 
advances are made. 

A case which illustrates some of the difficulties came before the 
Courts in 1934,namely, National Provincial Bank Linuted v. Freedman 
and Rubens. For several months, a company’s wages cheques 
were paid by the bank only when covered either at once or shortly 





+t Priority for certain classes of creditors seems to have been introduced in 
the first place by the Preferential Payments in Bankruptcy Acts, 1888, which 
applied to companies in liquidation as well as to bankrupts. Nowadays, the 
Bankruptcy Act, 1914, Section 33, gives creditors of individuals and firms who 
go bankrupt a very similar priority. In the case of bankruptcy, however, parties 
who have lent money to enable wages, etc., to be met do not benefit as they would 
under the Companies Act in a liquidation. 
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afterwards by cheques paid in to meet them. It was claimed for 
those people who would have benefited, had the bank’s weekly 
advances not been held to be “ for the purpose ”’ of wages, that the 
transactions were mere encashments of the cheques paid in. On the 
other hand, the Judge held that the cheques paid in merely reduced 
the overdraft that had been outstanding before these transactions 
commenced and that there was on each occasion when the bank 
met these wages cheques an advance by the bank of the amount of 
the cheque for the purpose of paying wages. The bank, therefore, 
got a declaration that it had priority of claim against the assets of 
the company in the hands of a debenture holder and his Receiver. 
The latter had only a floating charge on the assets which is not 
sufficient to exclude such preferential claims, by virtue of a special 
provision to such effect in the Act. 

This decision was in one way unexpectedly favourable to the 
bank. Because the bank permitted the company to pay in and 
draw out its receipts each week, purely as a matter of expediency, 
a part of the advance automatically became preferential, perhaps 
even accidentally. It appears that if the bank had stopped the 
account when it would not allow the amount actually owed to go 
beyond a given limit and the business had survived four months 
before the appointment of a Receiver no such preferential rights 
would have existed at all. From a banking viewpoint it can be seen 
how useful Section 264 can be, but the danger that it may be 
narrowly construed before the Courts one day can hardly be over- 
looked. 

The recent case bearing on the subject was heard in June last by 
Mr. Justice Uthwatt (in re London Casino Limited: application of 
the National Provincial Bank, Lid., 86 Sol. J. 203). It was not, 
however, in dispute in this case that the bank was entitled to rank 
as a preferential creditor in respect of wages, etc. The bank had 
merely asked the Court, as any creditor is entitled to do under 
Section 252 of the Companies Act, to determine the amount ranking 
for preference. This depended on the category into which certain 
employees fell, i.e. whether being on the one hand clerks and servants, 
or on the other hand workmen and labourers, they qualified for four 
or two months’ claims. The application to Court did not discuss 
whether the advances were or were not made for the purpose of 
paying wages. Presumably, the facts of the case had already satisfied 
the liquidator on that score. In consequence, no light was cast on 
the mechanism adopted by the bank, if-any, in order to show its 
purpose in making advances and to found a good claim for preference. 
The claim based on wages, etc., in this instance was some £4,600, 
which sufficiently illustrates the importance of the issue in relation 
to debts which otherwise might be bad. 
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Building Societies after the War 
By H. E. Wincott 


|’ is tempting to conclude from the fact that building society assets 
as a whole increased in 1942, for the first time since war began, 
that the movement has ceased the ‘“‘ unwinding ”’ process which 
has been going on for the last three years. According to an analysis 
by the Building Societies Gazette, the assets of 76 societies, repre- 
senting in assets two-thirds of the movement, increased in 1942 by 
£5.5 millions to £493.0 millions. On closer examination, however, 
it will be found in fact that 1942 saw the movement, as properly 
conceived, unwind further although there are indications that the 
process may be coming to an end. 

In the investment departments, business continues sub-normal 
in both directions—so far as subscriptions are concerned, the 
shrinkage is fostered by the societies for obvious reasons, Share 
subscriptions of the seven societies whose accounts are analyzed 
in the tables which appear at the end of this article were last year 
equal to only 25 per cent. of the 1938 total, and withdrawals were 
down to 50 per cent. of the 1938 level. (In the case of both subscrip- 
tions and withdrawals, 1942 saw a further contraction as compared 
with 1941.) Deposit subscriptions, on the other hand, although 
sharply lower than in 1938 (the 1942 total was equal to 41 per cent. 
of the 1938 figure) actually increased as compared with 1941, and were 
also slightly in excess of withdrawals. On balance, therefore, the 
position of the investment departments was little changed during 
1942. 

Of much greater interest and significance is the revival of mortgage 
advance business. It was suggested in these columns a year ago 
that some of the societies ‘‘ may now be willing to adopt a slightly 
more expansive policy in their mortgage departments.”’ It was 
pointed out that, relative to peace-time levels, the amount of 
mortgage advances must remain restricted, but that the need to 
employ funds as profitably as possible, combined with the more 
settled atmosphere, might bring about an expansion of new advances 
from the very low levels touched in 1940 and 1941. That is what 
has happened. In the case of the larger sample provided by the 
Building Societies Gazeite’s 76 societies, advances have risen from 
£5.3 millions to {9.9 millions, or by 87 per cent., and a similar 
movement is disclosed by our own smaller sample. 

Despite this expansion, however, the buoyancy of the national 
income has again held mortgage repayments at an extremely satis- 
factory level. As a result, the total of mortgage assets is still under- 
going a marked contraction. The larger sample shows that this 
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contraction was of the order of 54 per cent. last year, and in the case 
of our seven societies it amounted to 6} per cent. In the combination 
of these forces is to be found the explanation of the increasing 
liquidity of the movement. Despite the various limitations and 
discouragements placed by many societies on new investments, and 
despite last year’s revival of activity in the mortgage departments, 
the societies are becoming steadily more liquid and are taking on 
more and more the aspect of semi-gilt-edged investment trusts. 
Before the war, the movement’s ratio of cash and gilt-edged invest- 


TABLE I—THE MOVEMENT OF FUNDS 
(in £000’s) 
Shares Deposits 
i pn a i ea ee 
Sub- With- Balance Sub- With- Balance 
scribed drawn* End-Year — scribed drawn* End-Year 
(19397 11,692 9,466 87,280 9,399 10,092 35,004 
Halifax . --91942¢ 4,811 7,909 85,935 6,100 0,375 32,275 
L1943f 2,614 5,579 84,935 6,604 5,350 34,244 
{1938 3,826 4,282 38,370 2,343 2,530 10,510 
Abbey Road .-4 1941 1,601 3,230 37,715 424 954 7,579 
L1942 1,325 2, 37,300 349 605 7,488 


Cheltenham and = [ 1938 73 425 4,447 506 528 1,906 
Gloucester .+4 1941 210 358 4,088 394 368 2,095 
1942 212 320 4,707 434 347 2,208 
Hastings f 19358 7 4 3.175 35! 317 904 
Permanent ‘ii 4 19413 / 32 air 3 155 745 
L1942§ j2 ( 2,949 40 119 690 

: { 1938 85! 3 10,381 714 641 3,283 
Huddersfield --4 1941 38 10,237 304 313 3,175 
1942 268 55 10,197 204 451 3,002 

{1938} 4,706 5 28,459 1133 659 4,039 


National --4 1941} 814 ,984 25,557 211 695 3,732 

Lrog2t 1,037 72 25,493 328 1,079 3,004 

(1938§ 3,632 3,06¢ 7,408 3,048 3,432 9,896 

4 1941§ 1,049 2,6: mp 720 1,112 6,723 
ale 


Woolwich 42 
"(19428 1,014 5¢ 813 872 6,821 


Equitable 


{1938 26,062 5,15 199,520 21,504 18,199 65,542 
Total, 7 Societies..< 1941 8,962 ,08 194,885 8,277 9,972 50,324 
1942 6, 502 7 193,400 8,878 8,823 57,577 
* Including interest. . Me ‘ ~ Years to Oct. 31. § Years to Sept. 30 


TGAGE BUSINESS 
(in #000’s) 
1938 1941 1942 
ees a incase, | giiepiaeaaeincnatlomiectaitaaikikil. "siete meciaiateenatgineaaeias 
New alance New Balance New Balance 
Ad- Repay- ond- Ad- Repay- _ [end- Ad- Repay- ; 
vances ments* ‘ vances ments* Year vances ments* 
Halifaxt .- 20,341 18,224 i. 4 1,498 12,168 94,394 2,202 13,509 
bbey Road. 7,311 7,584 40,06 210 4,335 43,498 717 5,251 
Ch’ham & G. 1,275 1,162 ,2 202 812 5,997 318 861 
Hastings P.§. 933 660 4,153 5 368 4,027 387 
Huddersfield 2,033 2,109 %,3 70 1,478 11,612 153 1,500 
National$? .. 6,188 4,989 33, 94 3,209 31,304 145 3,500 29,619 
Woolwich§ .. 06,277 5,930 35,92 gI 3 574 33, 089 543 3,950 31 3? 3 





Total, 7 Soc’s. 44,353 40,658 244,051 170 626,444 223,081 4,073 29,024 209, 674 
* Including intcrest. ¢t To Jan. 31 of Phe year. $ To Oct. 3r. § To Sept. 30 
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Total, 


Halifax 


Abbey Road 
Chelt’ham & G 
Hastings P.§.. 


Huddersfield 
Nationalf 
Woolwich§ 


7 Socicties 
f At January 3 


*g Permanent$ 28 


408 
930 I, 
221 


8,077 
t of following year. 


TABLE 


1938 
A — —. 


831 
2,915 


28,075 


Cash 
6,631 


60 2,007 


nts 
182 


S8Oo 
>72 706 


27 


7 
127 


333 
706 
558 


717 


10,4858 
; At Octobs 


(in £000's) 
194 
— 


or 31. 


SETS 


1941 


a 
Invest- 


ments 
23,159 
3,110 
1,519 
61 
2,452 
1,033 
2,947 


34,281 


IV—PAYMENTS IN ARREARS 





Sched. 
It* 


Total 
M’ges 
105,178 
40,067 
6, abe 
4,153 
£3,331 
33,140 
35,921 


Sched 
111** 
‘1 


~ 


Sched. 

il* 

310 

118 
[5 
It 
50 
52 


ii** 
1,502 
375 
31 
60 
ot 
31t 
338 


Sched. 


———-— =, 
Total 
M'ges 
94,394 
43,498 

5,997 
4,027 
11,612 
31,304 
33,089 


1942 
an, 


Cash 
6,995 
1,070 

117 
127 
477 
619 
1,044 


Invest- 
ments 
31,237 

5,638 
1,933 

Itt 
3,190 
2,177 
3-773 





10,449 


§ At September 30. 


1942 


48,065 


— A —__—_——, 


Sched. 


ri* 

131 

149 
13 


16 


49 
41 


Sched. 


LII** 
2,156 
560 
27 
101 
37 
266 
68 


Total 

M’ges 
87,356 
41,077 
5.737 
3,825 
10,737 
29,619 
31,323 


209,674 


550 2,678 
Cony eee 


3,234 


223,981 399 3,221 
$$ ayo 


3.620 


244,051 


Cols. « & 2 as % 


of Col. 3 -73 


009 1.45 t 


* Mortgages on propertics of which societies have been upwards of 12 months in possession. 

** Mortgages where repayments are upwards of 12 months in arrear and properties have not 
been upwards of 12 months in possession of societies. 

t At January 31 of following year. t At October 31. § At September 30. 
ments to total assets was customarily around 10 per cent.; at the 
end of 1941 the figure, for the movement as a whole, was 13.0 per 
cent. The Building Societies Gazette suggests that when the complete 
returns for 1942 are available it will be found that the ratio is at least 
20 per cent., which would mean cash and investment holdings for 
the movement as a whole of the order of £150 millions. 

From this survey of the movement’s war-time financial experience, 
it is evident that building societies will not lack the funds with 
which to finance their share of the reconstruction programme which 
peace will usher in. If past experience is any guide, that share will 
be an important one. Between 1934 and 1938, the number of 
houses built in this country fluctuated between approximately 
300,000 and 350,000 each year. Of this total, between 250,000 and 
275,000—or, say, 80 per cent.—were built each year by unaided 
private enterprise, financed to a large extent by building societies. It 
is true that towards the end of that | period the share provided by local 
authorities had increased from some 50,000 per annum to 90,000, 
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and that the total of houses built by unaided private enterprise had 
declined from 275,000 in 1934-35 to 250,000 in 1937-38—for many 
years the number of houses built by State-aided private enterprise 
had been insignificant. That movement, however, represented the 
approach of saturation point in the house-building industry and the 
attempt of local authorities to take up the slack when the building 
boom commenced to wane—it cannot be accepted as evidence that 
the building societies had fallen down on their job. 

This record alone, indeed, serves to disprove the assertion that is 
sometimes made that the national building programme has been 
or may be held up by lack of financial facilities available to the small 
house-purchaser, or because those facilities, if available, are unduly 
expensive. In the latter connection, it must not be overlooked that 
competition within the building society movement itself can be 
relied upon to reduce mortgage charges to the lowest level compatible 
with safety, though it may well be that the State, directly and 
indirectly, can and will finance large housing and slum-clearance 
schemes on a cheaper basis than other lenders could hope to achieve. 
Further, it is in the undertaking of such State-financed schemes 
for housing and other projects at times when unemployment is on 
the increase and the confidence of the individual builder is correspond- 
ingly on the wane, that one of the principal hopes of avoiding mass 
unemployment after the war lies. But vast slum-clearance and 
local authority house-building schemes are and should be in a 
different category from the normal housing programme, and it is 
for the latter that the building society movement will provide the 
hnance. 

At the same time, any such separation of spheres of operation, 
as it were, imposes on the building societies the duties, first, of 
ensuring that their operations do not clash with the broad lines of 
housing policy which Parliament has laid down and, secondly, of 
seeing that the internal efficiency of the movement is brought to 
the highest possible pitch. Fortunately, it is evident that the 
building societies are fully aware of their duties in this respect. 
The Building Societies Association some while ago appointed its 
Reconstruction Committee to consider post-war problems. From 
recent announcements of this committee’s activities, it appears that 
a significant change in the movement’s attitude towards its ability 
to govern building standards has taken place. 

Before the war, building society officials were inclined to make 
their stand on the fact that the societies were financial and not 
commercial institutions, and at that were kin to mortgage banks 
rather than to hire-purchase institutions. It was agreed that the 
societies could exercise some influence on building, design and 
planning by valuing carefully and by refusing to lend on properties 
which, in their surveyors’ opinion, were badly built or planned. 
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Again, where they were operating a low deposit arrangement with 
a builder, it was possible for societies’ surveyors to offer advice and 
to indicate to the builder where improvements could be made in 
erecting his houses or in developing his estate generally. Beyond that, 
however, this school—which was fairly representative—was not 
prepared to go. It argued that the responsibility for the purchase 
should and must rest on the purchaser himself, and that the mort- 
gagee’s primary concern was to ensure that the security offered was 
adequate from a financial and not an esthetic point of view. 

In somewhat striking contrast to this pre-war attitude is the 
new conception of the movement’s responsibilities, as outlined in a 
recent interim report of the Reconstruction Committee on housing 
standards. This recommends, .and the Council of the Building 
Societies Association agrees with the recommendation, that the 
standards of quality of housing must be improved. Site-planning, 
it is suggested, will need to be in accordance with the plans of the 
central planning body which it is apparently the intention of the 
Government to set up for the whole of the country ; house design 
should be subject to the approval of the local authorities; and 
quality of workmanship and materials should be certified by a repre- 
sentative body with statutory powers. It is true that it is recom- 
mended that the enforcement of these conditions should apply not 
only to houses submitted as security for building society advances, 
but to all houses erected. It is also true that the committee warns 
that its recommendations are in general terms and that their detailed 
application has to be studied further. Despite these reservations, 
however, this new attitude represents a considerable advance from 
the old. In part, of course, the change is doubtless due to the 
cause célébre which arose in the movement in the immediate pre-war 
years from the unsatisfactory building standards which were some- 
times in evidence in those days. In part also, however, it arises from 
the ability and willingness to move with the spirit of the times 
which the movement has always manifested. 

So far as the internal efficiency of building societies is concerned, 
there can be little doubt that the greatest step to be taken towards 
achieving the maximum results lies in a rationalization of the 
existing structure of the movement. It is probably taking matters 
too far to suggest that such rationalization should be pursued until 
the building society movement is comparable with the joint stock 
banking structure of to-day. Some weight must also be given to 
the argument that since the building society had its origins in small 
local collections of borrowers and lenders (often the same people), 
and since detailed knowledge of local conditions is a prime requisite 
for successful operation, any attempt to build up large ‘‘ Empires ” 
would be contrary to the spirit and original conception of building 
societies. But such arguments can be pushed too far—one can pay 
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too high a price for sentiment, and the branch banking system has 
proved that a national organization can yet retain through its local 
boards full cognizance of local conditions. A mere recital of the 
pre-war statistics of the movement will convince most impartial 
observers of the fact that there are, even to-day, too many building 
societies and that their numbers could be considerably reduced 
without losing the benefits of competition and local knowledge, 
at the same time securing undoubted economies in operating expendi- 
ture to the benefit of borrowers and lenders alike. 

The movement itself has indeed tacitly, if not openly, acknow- 
ledged the strength of these arguments over the last few decades, 
for already there has been a very considerable rationalization. 
Between 1870 and 1930, the total number of building societies on 
the register declined from 2,088 to 1,026. Much of the decrease, 
it is true, resulted from the gradual disappearance of the terminating 
societies, but amalgamations also played an important part. By 
1937, the total had been further reduced to 977, but to-day the 
number still stands at over goo. Of this total, a handful of societies, 
with branches throughout the country and making use of mechanical 
accountancy and other modern equipment and methods, represents 
by far the greater aggregation of assets. Thus, of total assets of 
£749 millions at the end of 1941, £315 millions, or 42 per cent. of 
the total, were vested in six societies out of a total of 947. At the 
other end of the scale are literally hundreds of societies, small 
parochial bodies with part-time staff and offices which are open 
perhaps one evening a week to receive subscriptions, 

It would be ungracious to belittle the work which these small 
societies have done in the past. But as Dr. Albert Mansbridge, of the 
Co-Operative Permanent Society, has pointed out: “‘ Often these 
offices overlook one another in the same street of the same town. 
Each individual society is doing much the same job of work, perhaps 
in a slightly different and individual way. All very valuable instru- 
ments of public service, all very ‘ British’ and independent, but 
how much more valuable, how much greater the service, if unification 
and grouping took place.’”’ It may be added, too, that the experience 
of the past three years has also shown that, as opposed to any loss 
of benefit or knowledge of local conditions which amalgamation may 
cause, unification prevents the exposure of a local society to conditions 
peculiar to its territory; in other words, brings the well-known 
benefits of geographical spread. 

In conclusion, therefore, it may be said that the building societies 
will enter the post-war period with their financial powder dry and 
in good trim; that they will be willing to accept a much greater 
degree of responsibility i in the task of ensuring ‘‘ good ”’ development, 
design and planning; and that the rationalization movement in 
that period will make still further progress. 
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Books 


“The Theory and Practice of Central Banking, 1797-1913.” 
3y E. Victor MorGaAN. (Cambridge University Press. Price 15s.) 

‘“ DISCERNING readers will not fail to notice the pioneer quality 
of Mr. Morgan’s essay,’”’ says Mr. M. Postan in his editorial preface. 
‘“The book is no mere history of economic doctrine. It pays an 
equal if not a greater attention to the banking policies, the monetary 
changes and the movements of prices. . . . For the same reasons, 
the book is also something more than an economic history of economic 
theory.” These are high claims, but it must be admitted that they 
are justified. Familiar though much of the ground covered may be, 
Mr. Morgan’s method does occasionally throw fresh light on well- 
worn topics. Thus, the author’s views on the Bullion Report contro- 
versies turn upon the distinction, not usually made, between the 
appropriate banking policy for peace and for war. The only writer 
in the Restriction Period who recognized the rigidity of money 
wages and realized that falling prices would produce unemployment, 
it ts pointed out, was Henry Thornton (a very considerable figure 
whose full stature is still not widely enough appreciated). Most of 
the other writers, including Ricardo, considered the quantity 
equation as a sort of balance, “ adjusting itself automatically, pain- 
lessly and very nearly instantaneously.” In consequence, “ the 
sponsors of the Bullion Report failed to see the inconvenience which 
would be caused by a drastic reduction of issues, even in time of war, 
and under-estimated the dislocation which would be produced by 
the eventual return to cash payments in 1819. Their opponents, 
however, were prevented from striking what should have been their 
most telling blow by the fact that they held much the same view 
of the essential nature of the mechanism connecting currency and 
prices.” 

As Mr. Postan implies, however, the outstanding feature of the 
book is not its author’s discussion of theoretical issues, though this 
is done with unusual clarity and insight, but rather the ingenuity 
with which he has supplemented the far from abundant statistical 
material for the first half of the nineteenth century. Much research 
must have gone, for example, into the estimates of this country’s 
balance of payments in the period 1805 to 1821. The main theme 
of the book, no doubt, is to show how the accepted doctrines of 
central banking emerged out of controversy based in the early stages 
on very defective theories of money and interest rates, which were 
gradually refined as the century progressed. The advance in 
monetary thought, however, was in one sense only a by-product of 
a century of economic and banking experience. And throughout 
the book, Mr. Morgan keeps his discussion of theory in the closest 
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relation to the factual background from which it emerged, with a 
wealth of statistical and historical illustrations. It goes without 
saying that the book will automatically take its place as a standard 
work on the period for advanced students of money and banking, 
and it is to be hoped that in due course Mr. Morgan will provide us 
with a sequel covering the last thirty years. 


International Banking Review 
German-Occupied Europe 


[is Vichy Government’s special advances from the Bank of 
France for the purpose of financing the German occupation 
costs were increased last month from Frs. 211 milliard to 
Frs. 231 milliard. As a result of the increase in the amount of 
occupation costs from Frs. 300 million to Frs. 500 million per day, 
following upon the complete occupation of France, the progress of 
inflation has become accelerated. During 1942, the note circulation 
of the Bank of France had already increased by Frs. 112.7 milliard 
to Frs. 382.8 milliard, a rise of 42 per cent. The Bank of France is 
viewing the situation with growing concern. The Governor, 
M. Boissanger, accompanied by the board of directors, paid a visit 
to M. Laval to warn him about the disastrous consequences of the 
increase in occupation costs. Nevertheless, M. Laval conceded the 
increase demanded by Berlin. 

It is becoming increasingly evident that one of the main objects 
of the additional occupation costs is to wreck the franc before 
Germany has to evacuate France. The same policy appears to have 
been adopted in other German-occupied countries also. Its aim is 
to weaken the liberated countries economically, so as to facilitate 
their economic domination by Germany after the war. 

Some of the satellite States appear to have mustered up courage 
to resist the German policy of exploitation. It is becoming increasingly 
difficult for Germany to induce them to accept frozen Reichsmarks 
in exchange for their goods. The Hungarian Government now 
insists that German purchases should be paid for with the aid of 
the liquidation of German investments in Hungary. The acquisition 
of those investments was financed by the Hungarian National Bank 
during a period when the Hungarian Government did not dare to 
refuse Berlin’s demands; but since the German reverses in Russia 
the Hungarian Government has insisted on the liquidation of those 
investments. 

With increasing frequency, German official spokesmen consider it 
necessary to produce excuses for the frozen Reichsmark balances. 
The latest apologia was contained in the address of Herr Funk to 
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the annual shareholders’ meeting of the Reichsbank. He compares 
these frozen balances with the operation of Lend-Lease. He omits 
to mention, however, that while Lend-Lease is entirely voluntary, 
the German-dominated countries of Europe are forced to lend their 
resources to Germany against ‘‘ payment ”’ in frozen Reichsmarks. 

Italy is making efforts to check the rapid increase in her note 
circulation. To that end, the Bank of Italy is endeavouring to 
popularize the use of bankers’ drafts for payments between business 
firms and also by the public. Its efforts have met with an unsatis- 
factory response. According to a statement by Signor Azzolini, 
Governor of the Bank of Italy, many firms are reluctant to accept 
these drafts, partly because they possess no banking accounts, and 
partly because this means of payment is not sufficiently known. 
The use of ordinary cheques is relatively limited in Italy. 

The gold, foreign exchange and foreign securities held by residents 
in the Dutch colonies has been called up by the Dutch local admini- 
stration, acting on instructions by the German Government. This 
measure is intended as retaliation for the Japanese Government’s 
refusal to recognize the German ownership of Dutch East Indies 
securities acquired in Holland. Since Dutch residents in the Dutch 
East Indies have come under Japanese control, they can be forced 


by the Japanese authorities to surrender their assets in Holland, 
and it is in order to prevent these assets from falling into Japanese 
hands that the German Government ordered their surrender. 


The Far East 

The officially sponsored movement of bank amalgamations in 
Japan has made further progress. The Yashuda Bank is absorbing 
the Chuya Bank (an institution which keeps open at night), Other 
amalgamations are expected to be announced shortly. The Mitsubishi 
Bank will retain its original name after absorbing the One Hundredth 
Bank. Its President will retain his post, and the President of the 
One Hundredth Bank will become Vice-President. On the other 
hand, the Mitsui Bank will be re-named Imperial Bank after its 
amalgamation with the First Bank, and the President of the latter 
will become the President of the new bank. The reason for the less 
favourable treatment of the Mitsui Bank is believed to be that the 
Mitsui family is more closely allied to the Navy than to the Army, 
and the present Government is dominated by the Army. 

During the course of the budget debate in the Japanese Diet, 
a Deputy suggested that the European property confiscated in the 
conquered countries should be used for securing Japanese war loans. 
He suggested that all the confiscated property should be put in 
charge of a company which would issue a vast amount of shares. 
In reply, the Finance Minister rejected the proposal to earmark the 
confiscated property as specific security for any particular issue, 
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but stated that the entire wealth of the conquered countries con- 
stitutes a guarantee of the Japanese public debt. 

The Japanese Stock Exchanges, which have hitherto been owned 
by a limited company, are being converted into a public corporation. 
It will have a capital of Yen 200 million. Broker firms will have to 
become joint stock companies, and will have to set aside Io per cent. 
of their profits for the creation of a reserve. 

The Minister for Occupied Territories and the Japanese Economic 
Adviser to the Nanking Government have promised that the present 
exchange rate of 5} Nanking yuan for 1 yen would be maintained, 
and that the military yen notes would be gradually withdrawn from 
the territories under the administration of the Nanking Government. 
[It is possible, however, that a special clearing rate will be fixed 
which will be more in favour of Japan. As it is, prices in China are 
much higher and the Japanese Government has to subsidize imports 
from China in order to avoid a rise in prices in Japan. 


Correspondence 


The Endorsement Nuisance 


To THE Epiror oF “ THE BANKER’ 
SIR, 

My attention has been drawn to an article in your issue of March, 
1941, by J. Mead, and the notes on page 3 of your issue of July, 1942, 
with reference to the above, and I should like to offer my support 
to the suggestion that a non-transferable article be brought into use. 

In April, 1934, the Bankers’ Magazine published an article in 
which I suggested that endorsements should be dispensed with when 
cheques were being placed to the account of the payee. Briefly, 
my suggestion was that incorporated in the rec eiving banker's 
crossing stamp should be the words “ Placed to the payee’s account.’ 
It would, of course, be out of the question just now to have new 
rubber stamps, but Mr. Mead’s suggestion that the presence of the 
ordinary crossing stamp would imply that the cheque had been 
placed to the correct account is just as sound. 

When my article appeared, the /zstitute Journal at first accepted 
the suggestion as being worthy of consideration, but after further 
articles and correspondence supporting the idea had appeared, they 
published a severe criticism written by Mr. Megrah, who was then 
Assistant Secretary of the Institute. 

My proposal was based on the same assumption as Mr. Mead’s, 
namely, that the cheque has, with few exceptions, ceased to be a 
negotiable instrument. Whether the present form of cheque be 
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retained, and endorsements abolished, or a non-transferable instru- 
ment be introduced, is immaterial, so long as something is done to 
remove the present waste of time and expense involved in examining 
cheques for endorsements, and returning some for purely technical 
irregularities. 

Another point I made was that much time and annoyance could 
be saved to customers. Think of the labour involved in endorsing 
the cheques received every day by large undertakings, such as 
borough councils, electricity and gas companies, large stores, etc. 
The stupidity of the endorsements of these organizations is shown 
in their endorsing stamps which contain many versions of their 
title, so that the paying banker has to look down the list to see if 
there is one which agrees with the name of the payee. 

May I add that I am pleased to learn that the subject of endorse- 
ments has not been allowed to drop. After the severe criticism my 
proposal received from the Institute of Bankers in 1934, I thought 
that no one would dare to mention the subject again. However, in 
the midst of all the changes that are now taking place, it is possible 
that Mr. Mead’s proposal may receive more sympathetic treatment. 


Yours faithfully, 
L. HITCHCOCK. 


Appointments and Retirements 


Lloyds Bank 

Board of Directors: The directors regret to announce the death 
of their colleague, the Rt. Hon. Lord Luke of Pavenham, K.B.E., 
who has been a director of this bank since 1933. 

City Office, E.C.: Mr. D. V. Seeman to be an assistant principal, 
Securities Department. 16, St. James’s Street, S.W.: Mr. R. H. 
Walliker, from Torquay, to be sub-manager. 

Royal Bank of Scotland 

Mr. David Speed, secretary and chief accountant of the bank, 
has retired after long and valued service, on account of ill-health. 
Mr. William Tait Moir, assistant secretary, has been appointed 
secretary ; and Mr. Thomas Brown, assistant accountant, has been 
appointed chief accountant. 

Morgan, Grenfell & Co. 

Mr. Thomas W. Lamont, a director of Morgan, Grenfell & Co., 
Ltd., has been elected chairman of J. P. Morgan and Co., Inc., in 
succession to the late Mr. J. P. Morgan. Mr. Lamont is a director 
of the United States Steel Corporation and of other important 
American industrial concerns and railway corporations. 
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THE BANK OF AUSTRALASIA 






VERY STRONG POSITION 





MR. A. WHITWORTH’S REVIEW 





HE One Hundred and Ninth Annual 
General Meeting of the Bank of Austra- 
lasia was held in London on March 25. 


The following is an abstract from the state- 
ment by the Chairman, Mr. Arthur Whitworth, 
on the report of directors and balance-sheet 
for the year to October 12, 1942, circulated to 
the shareholders :— 

The balance-sheet presented shows a large 
expansion in the total, the figure having risen 
by £5,329,403 over the total of last year, which 
was itself a record. In spite of this, the profits 
are less. On the liabilities side the chief move- 
ments are a decrease of {2,217,916 in deposits 
at interest, and an increase of ¢ 7,220,604 In 
current accounts. Bills payable, etc., are higher 
by £370,548. On the assets side, specie, 
bullion, etc., has increased by £6,460,779 to 
the very high figure of £14,198,013. Australian 
and New Zealand Treasury Bills at 45,305,000, 
which in previous years have been included 
under the heading ‘‘ Australian and New 
Zealand Government Securities,’ are now 
shown separately, and owing to their hquidity 
have been placed next to the specie, bullion, and 
bank balances item. This separation accounts 
in the main for the fall in the item Austrahan 
and New Zealand Government Securities, et: 


hen, for the first time, there appears another 
item—namely, the special war-time deposit 


account with the Commonwealth Bank This 
represents this bank’s share of the deposits 
which all the trading banks are now required 


to lodge with the Commonwealth Bank. Bills 
receivable, etc., are £186,390 lowet 


DECREASE IN ADVANCES 


\dvances to customers and other accoun 
are down by no less than /3,300,620, showing 
a definite and serious loss of earning power, 
compensated in part, however, by a welcome 
saving in interest on the deposits at interest 
shown on the other side of the balance-sheet. 
\s from March, 1942, regulations were enforced 
by which the maximum rate for advances was 
fixed at § per cent. per annum, and by way of 
compensation for this, deposit rates were 
reduced by } per cent., but this reduction only 
— gradually as deposits mature from 
time to time. The increase in current accounts 
brings in very little, if any, profit as under the 
War-time Banking Control Regulations the 
trading banks are severely restricted in their 
advance business, so a large portion of our 
customers’ money goes over to the Common- 
wealth Bank and earns the low rate of 15s. per 
ent. per annum already mentioned. 





The bank's advance business is, of course, 
the main source of its earning power, and the 
fact that the figure of £31,040,2 26 is the lowest 
since the accounts of October, 1934, is one of 
the prime causes of the decline of the bank’s 
profits. Actually the nearest comparable figure 
is the total of our advances in the balance-sheet 
’ October, 1935, when they stood at 

£ 32,391,472, a difference of, say, £450,000. 


A SEVEN YEARS’ RETROSPECT 

A comparison with the other figures at that 
date is of interest as showing the very great 
changes that have been produced in the bank’s 
figures over a comparatively short time ot 
seven years, the last three of which have been 
war years In 1935 total deposits were 
£37,058,000, of which £23,895,000 were at 
interest, compared with £51,776,000, of which 

£22,154,000 we re at interest, in October, i 

Cash and investments were £15,601,000, against 
th e present figure - £31,687,000. Gross seelite 
were £1,076,000, against £1,533,000. Manage- 
ment charges in rant were £634,000, against 
£787,000, and rates and taxes have increased 
from £168,000 in 1935 to £576,000 in 1942 
From this it is clearly seen what has happened 
our total deposits up by nearly 14} millions, 
our advances down £450,000, our cash and 
investments more than double, and all of our 
Government securities earning a low rate of 
interest. 

The only satisfaction we can derive from this 
state of things is, firstly, that it is not excep- 
tional to other Australian banking institutions, 
and, secondly, that it shows —_ bank to be 
in an immensely strong position. Cash balances 
are 5s. 6d. in the £ of total deposits as against 
38. 34d. last year, and if we include our invest- 
ments as additional security to deposits the 
relative figure is 12s. 3d. in the £ against 
gs. 9d. last year. This, of course, is a position 
much too liquid for our liking, particularly 
when the ratio of advances to total deposits 
works out at only 61.69 per cent., the lowest 
for many years past. If the position of this 
bank is thus one of great strength, so is that 
of the Australian banking system as a whole 


DIVIDEND DECISION 

The proprietors were warned by the chair- 
man last year how difficult it was for banks 
operating in Australia and New Zealand to 
make sufficient profits to maintain their 
previous cates of dividends, and the reduction 
of our interim dividend paid in October last 
must have prepared them for the further fall 
in the final dividend now declared, making a 
distribution of 6 per cent. for the year. 
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CHARTERED BANK OF INDIA, AUSTRALIA 
AND CHINA 





SATISFACTORY WORKING 





RESULTS 


PROVISION FOR STAFF’S DEPENDENTS 





MR. V. 
HE eighty-ninth ordinary general meeting 
of the Chartered Bank of India, Australia 
and China was held at the bank’s head 


office, 38, Bishopsgate, London, E.C., on 
March 17, 1943. 
The following is the statement by Mr. 


V. A. Grantham (the chairman), circulated to 
the shareholders with the report and accounts : 

I feel that the shareholders would like me 
to commence my annual statement by inform- 
ing them of the position in regard to members 
of our staff in the hands of the enemy. It is 
with the greatest regret that I have to report 
the death of several members of our foreign 
staff, either in action or in captivity or as the 
result of hardships following upon enemy 
occupation of our branches in the Far East 


To their families we extend our heartfelt 
sympathy. 
FATE OF STAFF IN OCCUPIED 


COUNTRIES 
Last year, so far we then knew, 101 
members of our Eastern [uropean staff re- 
mained in euemy-occupied countries. During 
the year 10 have been repatriated, but un- 
fortunately an almost equal number have been 
captured by the enemy, so that the net figure 
has changed very little. We are losing no 
opportunity of establishing and maintaining 
communications with these men now in cap- 
tivity, and I am sure that we have correctly 
interpreted the wishes of the shareholders in 
making suitable provision for them and their 
dependents. In the few cases where members 
of our local staffs have escaped from enemy 


as 


territory, we have been able to give them 
suitable assistance 
CAPITAL 
The directors have decided to recommend 


to you that the £5 fully paid shares be con- 
verted into stock. This change will lead to a 
great saving of labour and will therefore, I 
think, be generally welcomed. Notices re- 
garding the special and ordinary resolutions 
required to convert the shares into stock have 
already been posted to you. 
BALANCE-SHEET ITEMS 

The total of the balance-sheet at {85,975,194 
shows a decrease of some £4,950,359, accounted 
for on the liabilities side by reductions of 
£1,025,010 in current and other accounts, 
£1,372,438 in fixed deposits, £949,180 in accep- 
tances on account of customers, and £1 ,116,250 
in loans payable. On the assets side, cash in 
hand and at bankers shows a decrease of 
£1,980,754, but our liquid position remains 
very strong. Government and other securities 
have fallen by £1,156,485, bills of exchange, 
etc., by £1,506,480, and bills discounted and 
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loans by £4,530,797. A closer analysis reveals 
that there is no diminution in the aggregate 
figures of our agencies in India and Ceylon, 
in spite of the fact that bills of exchange and 
bills discounted and loans figures are smaller, 
due to changes in the methods of financing 
commodities made necessary by the war. The 
balance of head office and inter-branch remit- 
tances, drafts, etc., in transit, has increased 
by £5,138,822, due to still greater delays in 
mails and to the continued use of returns of 
enemy-occupicd agencies that are not up to 
date 
PROFIT AND LOSS ACCOUNT 

Turning to the profit and loss account, no 
results have been obtained this year from 
enemy-occupied agencies, whereas last year 
we were able to include the results of those 
agencies in some cases for the first six months 
and in others for the full year. Our Rangoon 
agency, after having been evacuated to 
Mandalay, had ultimately to be closed, and our 
foreign business is now almost entirely con- 
cerned with India and Ceylon. I need hardly 
remind you that so long as the Japanese 
remain in possession of our Far Eastern 
agencies, not only are we deprived of their 
earning-power but we also have to make suit- 
able provision for the interned members of our 
staff, besides a number of unknown contin- 
gencies. I think, under these circumstances, 
the final results of the year’s working. —viz., a 
profit of £206,664 8s. 3d.—may be considered 
very satisfactory. 

We brought forward from last year a balance 
of £260,467 16s. od., making a total available 
of £557,132 5s. od., out of which an interim 
dividend at the rate of 5 per cent. per annum, 
costing ; was paid last September. 
From the balance of £482,132 5s. od. the 
directors propose that a final dividend for the 
half-year to December 31 last at the rate of 
5 per cent. per annum, costing £75,000, be 
paid, and that {50,000 be transferred to 
Officers’ Pension Fund, leaving £357,132 5s. od. 
to be carried forward. 

NEW BRANCH AT CHUNGKING 

You will no doubt approve of the im- 
portant step we have taken in sending repre- 
sentatives to Chungking to open a branch oi 
the bank. While the future may be obscure, 
it is sufficiently clear that we should preserve 
our long-standing friendship with our allies, 
the Chinese. The signing by Great Britain 
and the United States of America on January 
11 last of treaties relinquishing their extra 
territorial rights in China established complete 
equality in all their future dealings with China 
and is a happy augury for the future of that 
great country 
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Mr. Chubb opened his Locksmiths shop in St. Paul’s Churchyard 
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reas | | Hobby or Dandy Horse made its debut about the time that 


but it it was not until 1868 that the forerunner of the present bicyek 





oon 

to the Velocipede or Boneshaker, made its appearance on the London 
our 

ia streets 
dly 
ese Boneshaker was an apt term for this new form of personal propulsion ; 
ern . . 
ves ind on reference to the Encyclopedia Britannica we read 

i : 
ift- 

ul * With hea wooden blocks, thick iron tyres and a massive iron back- 
in bean the machin were extremely heavy. and they vibrated in a 

es 

a rervifving manner over the rough roads This vibration and weight 
red caused intense fatigue to the rider, but despite this the new vehicl 
we rained in po wilarityv. for it ope He d up NEM posstbilit i 
ble 
im Intentionally we emphasize the last phrase, for that ts the essential 
m . > , 
- feature of every good invention The Chubb Detector Lock of I818 
ei ye 

he could not have survived a hundred years and more were it not endowed 
he 
with this same quality 
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to To-day the Chubb Lock and the Chubb Safe not only guard valuables 
‘ ; 
of all kinds, but, like the bicycle of which we write, have themselve 

become treasured possessions 
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THE RANKER 
Bankers and H.MSS. Rodney 


An Exchange of Plaques 
| will be recalled that the London banks secured the privilege 





4 adopting TMS. Rodney in’ virtue of their subscriptions, 

totalling 427 millions, to last vear’s London Warships Week. 
This association between our largest battleship and the City of 
London has now been commemorated by an exchange of the plaques 
reproduced below, the formal exchange taking place at a pleasant 
ceremony at Grocers’ Hall on March 3. 

In presenting the bankers’ plaque, Mr. Colin FF. Campbell acknow- 
ledged that opinion differs as to the part the banks should play in 
the savings campaign, but said “The method of continuous 
borrowing adopted by the Government in this war ts less disturbing 
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to the money market than large public issues. It is, however, 
necessary to have these special drives from time to time to sustain 
the enthusiasm that is so essential, and we bankers, therefore, cannot 
refrain from participating in these efforts in London and throughout 
the country. They constitute both a help and an encouragement 
to the large body of voluntary workers who carry the responsibility 
of the organization needed for raising these very necessary funds.” 
Mr. Colin Campbell thanked Colonel Gore Browne for his work 
as Chairman of the Committee which organized the banks’ part in 


@ BANKERS OF LONDON 
H.M.S. ROONEY 





the London Warships Week campaign, and for the time and trouble 
he had taken in choosing and approving the design of the banks’ 
plaque. ‘ In designing this plaque,’’ Mr. Campbell explained, “ the 
sculptor has modelled on the left side the battleship Rodney and 
on the right side the dome of St. Paul’s, the spiritual symbol of the 
City of London, rising above the crowded warehouses by the River 
Thames. In the centre is the Goddess of the Fair Wind, with one 
loot rested lightly on a heap of coins, symbolizing the banks who 
have adopted the Rodney. She holds aloft a sail filled by a favourable 
wind,” 

Accepting the plaque on behalf of the Navy, the First Sea Lord, 
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r Dudley Pound, said: “ [t is a great pleasure not only to visit 
the City of London but also to meet in this historic hall so many 
of the great admirals of finance, if I may be permitted to call them 
this. . . . When you decided to adopt the Rodney, you adopted 
a ship which has played her part admirably throughout the war, 
in spite of her very considerable age. . . . Her day came when the 
Bismarck broke out into the Atlantic. When the curtain rose on 
that event, the Rodney was escorting a convoy across the Atlantic 
and was on her way to refit in an American port. At this moment, 
one of the boilers became defective. . . . However, the officer in 
charge of the boilers and the chief engine-room artificer did a magni- 
ficent piece of work under appalling conditions of heat, and her 
full speed was restored in a very short time. As soon ” it was 
known that the Bismarck was making for the Bay of Biscay, Captain 
Dalrymple-Hamilton, as he then was, turned his ship to head her 
off. I shall never forget the excitement of that chase, viewing it 
from the Admiralty, as the chances of bringing her to action ebbed 
and flowed. 

inally, when the battleships had not been able to cut her off, 
all depended on the aircraft of the Fleet Air Arm belonging to the 
Ark Royal. If one had known the conditions of the Bay of Biscay 
at the time, one would have considered the chances of her doing 
anything very slight. It was blowing a gale and the Ark Royal 
was pitching so heavily that her stern had a vertical movement of 
6o ft. However, these gallant young men of the Fleet Air Arm 
not only got off their deck and torpedoed the Bismarck, but also 
recklessly flew on again. As the result of the torpedo attack, the 
speed of the bismarck was reduced and her steering gear damaged, 
and this enabled Admiral Tovey to bring the King George V and the 
Rodney into action.” 

Rear-Admiral F. H. G. Dalrymple-Hamilton, who received the 
plaque on behalf of the present commanding officer, then gave a 
vivid description of the part H.M.S. Rodney took in the sinking, which 
was accomplished without a single casualty on board the battleship. 

On behalf of the Lords Commissioners of the Admiralty, Sir Dudley 
Pound presented to the bankers of London the Rodney's plaque, 
being “a copy of the ship’s badge, which is taken from the arms of 
the first Lord Rodney, who was an Admiral of the Fleet. The motto 
Non Generant Aquila Columbus (‘ Eagles do not breed Doves ’) is, 
[ am sure you will agree, a most appropriate one, not only for the 
Rodney, but also for bankers.’ 

On the platform, in addition to Sir Dudley Pound, Rear-Admiral 
Hamilton and Mr. Colin Campbell, were Mr. Sidney Parkes, C.B.E., 
Lord Wardington, Mr. Rupert Beckett, the Rt. Hon. Reginald 
McKenna, Mr. Edwin Fisher, Colonel Eric Gore Browne, D.S.O., and 
Lord Kindersley, C.B.E., K.B.E. 








Bank Buildings of Merit 


(IX) Some Midland Banks 
By Professor C. H. Reilly 


ERE are three Midland Branch Banks, two town and one 
country. I have not selected them as the best of all their 
branches, and the bank particularly wants me to say that 

neither have they. It must be taken as sufficient that they have 
sent me these three photographs of exteriors and these three only. 
They offer interiors but no plans. However, there is no room for 
illustrations of the interiors, and we are left therefore to judge 
these three solid buildings by their faces and their faces only. 
Admittedly it is all that most people see, but the face to the street 
does not give any knowledge as to whether they are efficient buildings 
but merely whether they are pleasant ones to the passer-by as street 
scenery. Let us then be passers-by and consider them as such, 
remembering however that architecture is something bigger and 
more serious, to which honourable designation these buildings may 
or may not be entitled. I think they are, but by other evidence 
than here presented. 

lirst, let us walk up and down in front of the Leadenhall Street 
branch by Sir Edwin Lutyens and Messrs. Whinney, Son and Austen 
Hall, and see how it strikes us as city scenery. What does it suggest ? 
The ground storey, with its three plain arches standing on strong 
plain piers, with open space behind them, suggests clearly a market 
or meeting place of some sort where crowds collect, and the two 
windows one at either end with their strong, prison-like detail 
suggest dealing takes place in precious things. All this is to the 
good and very right, I think, for a bank. Without any pompousness 
or showing off of wealth, it indicates clearly a place where people 
vo for a serious purpose and with things that need protection. The 
frieze of self-contained windows immediately above, and so shaped 
that they seem to cut themselves off from the superstructure, may 
form a clerestorey of windows to this market hall within, that is 
to the banking hall. All this part of the building, then, points to 
serious and dignified work in which numbers of people are engaged. 
Indeed, so far it seems to me one of the best bank facades of recent 
years 

When, however, one looks above these two lower storeys the 
building alters entirely. The windows are narrow and tall and their 
jambs show the wall is very much thinner, so thin in fact that it 
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cannot be carrying either itself or what is still higher up. Clearly, 
then, this is once more, in spite of the strong brave arches below, 
a steel building masquerading as a stone one. As if to condone this, 
the detail ornamenting the next tier of windows is also very thin. 
The row of pedimented heads which surmount them look even 
papery. After this, we have two plain storeys which suit this thin 
wall carried on steel girders much better. Above them is a band 
where in classical buildings a cornice would be, and above that again 
a balustrade. What is above this balustrade ? Lots of exciting 
things ; but why they are there I cannot tell. lirst there are two 
unglazed garden pavilions with a terrace between them, then on a 
set-back wall a thin pediment with drapery flanked by two baroque 
church towers, also with unglazed openings, so that they, too, appeat 
to serve no purpose. It is indeed a grand piece of operatic scenery, 
and no doubt looks well if one walks far enough up and down the 
street on the opposite side of the way to see it. But what it has 
to do with office work and banking I cannot tell. It is a pure gift 
by the Midland Bank to the City of London. If the City has a tame 
Roman prince or cardinal, what a grand lodging it would make for 
him, disdaining as it does the money market below and = indeed 
cut off from it by the two plain and the one semi-plain storeys ! 
from all this it may be gathered that, clever as this design is, it 
appears to lack unity, not to lay too much stress upon the funda- 
mental untruthfulness of its construction. 

The next branch, that at Manchester, is by the same group ol 
distinguished architects. It 1s probably unique for an English town 
in that it stands on a square island site and stands, too, in a town 
which allows much higher buildings than London does, though they 
all very quickly go black, as can be seen from its neighbours in the 
photograph. The square island site has obviously suggested to the 
architects a monumental scheme, and in spite of the basis of the 
building once more being a steel frame they have, with the idea of 
a monument before them, allowed themselves considerably thicket 
walls. Hence there is greater conformity here between the solid 
looking entrance loggia, for this feature appears again, and_ the 
superstructure. This latter, too, is plain for the first four storeys, 
with no little dressings to any of the windows and with resulting 
advantage in apparent strength. The top of the building once more 
breaks out into a palace but with stronger detail and with the 
appearance of all the rooms being used. The total result has, as is right 
and indeed necessary in a monument, a high sense of unity. Whether 
that agrees with the interior and its uses one cannot tell. Indeed, 
one may have one’s doubts. Banking and ordinary office work 
could not clearly be carried on with efficiency inside a Norman Keep, 
and something in the way of lighting and circulation may have had 
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to be sacrificed here to obtain this symmetrical diminishing tower 


effect, striking as it is. Indeed, one cannot help wondering whether 


the advertising value of this unique building, so different from any 
other office building in this country, though it clearly has its cousins 
in America, may not have weighed with the directors. However, 
to a mere passer-by, not knowing how the difficulties of the interior 
have been overcome, it is a very impressive affair with all Sir Edwin’s 
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SECURITY 


—A PROGRESSIVE SCIENCE — 





A CENTURY OR SO AGO. 


an iron chest,such as that illus- 
trated opposite, reinforced with 
protecting bands and fitted with 
ingenious locking devices was 
deemed sufficient’ protection for 
one’s most treasured possessions. 
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massive doors set in strongly 
reinforced and steel-lined — walls. 
designed by the highest engineer- 
ing skill, are necessary for the 
complete protection of the nation’s 
wealth. MILNERS’ endeavour is 
ever to keep in front of the 
expert eracksmen's wiles. 





lt is this constant striving after perfection that enables us 
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skill in detail and composition. Notice how the entrance loggias 
are welded with the base of the building as a whole, how the blocks 
above the loggias end after two storeys to let the flanks of the four 
main wings emerge, and how the re-entrant angle formed by these 
wings changes with perfect ease to the reverse for the next ;three 
storeys. This is all extraordinarily clever and once more a very 
effective piece of street scenery, whatever else it is. 


Lastly, we have a little, almost vernacular building, a one-storey 
brick bank at Eastleigh by Messrs. Whinney Son and Austen Hall, 
without any assistance from Sir Edwin Lutyens. Of course, this bank 
is a very small and simple problem compared with the others, but 
there is an honesty, breadth and charm about the result which makes 
this design much easier to like wholeheartedly than either of the 
other two. Its chief charm, | think, is in its simplicity while main 
taining good proportions. <A fine field of brickwork, into which two 
tall windows and a broad doorway with window over are sunk 
regardless of any traditional detail, are the main elements. These 
openings are sunk into the brickwork by three steps or setbacks, 
each half a brick thick and consequently in a way entirely suited to 
brickwork but yet in a way which treats the main surface with gentle- 
ness. A thin stone band above the openings follows the same 
sinkings and emphasizes them, and at the same time prepares the 
way for the stronger stone band above which goes straight across 
the front and carries the bank’s name. Finally, there is the bank’s 
coat of arms and motto and supporting shells, whatever they may 
inean, making a fine shape and a good rich pattern. The more I look 
at it, the more satisfactory and pleasing this little bank seems ; 
vet one cannot say it is classical or Georgian or neo-classical or 
neo-Georgian or anything else. It is just good sense and good taste, 
combined with a truthful use of its materials. It is in this way 
only that architecture can progress. 
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